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Regina, Saskatchewan, 
Monday, 
February 15, 1960 


me commence 4ng at 9.00 a.m. 


THE CHAIRMAN: Order, please. yes, Mr. 
Doherty? 

MR. DOHERTY: Thank you, Mr. Chairman. Now, 
I will ask Eber Goh bGY oft to give consideration to the 
submission of the Regina Chamber of CBRRESUE , The 
“Witness in this case will be Mr. Alex Aitken, the 
Manager of the Chamber of Commerce. Mr. Aitken has 
been associated with the Chamber of Commerce for over 
twenty-six years, and in the last twenty-four has been 
manager of the Regina Chamber of Commerce. | 


I will call Alex Aitken to take the stand. 


ALEX AITKEN, called 


DIRECT EXAMINATION BY MR. DOHERTY: 

Q. Yes, Mr. Aitken, 

A, ~Mr. Chairman and gentlemen, in 1886 
Regina, the capital of the Northwest Territories, had 
a b oBaiateey of about 1,500. That was the year that 
about thirty of the merchants organized a Board of 
Trade through which to work for the development of 
their town and area. More people and more transpor- 
tation facilities were among their most immediate 
needs. Though not quite seventy-five years have 
passed that frontier settlement is now the capital of 


Saskatchewan, with a population estimated to be about 
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105, 000. The Board of Trade has become the Chamber 
of Commerce with a membership representing seven hundred 
and fifty firms. 
The growth of Regina is a reflection of the 
growth of the West and particularly of the prairie 
West. The lure of low priced, easily worked, 
fertile land, and expanding railways brought the people, 
and Regina grew with the country. Regina's fortunes 
have been linked with the railways from the very begin- 
ning. W. C. Van Horne, general manager of the C.P.R., 
helped select the site for Regina. For these and ae 
ether reasons the Regina Chamber of Commerce is very 
interested in this inquiry and it hopes these views of 
its directors may be of some value to the investigation. 
I would like to interject briefly at this 
point that while this statement expresses the views 
of the directors of the Chamber of Commerce, the 
preliminary studies and the first outline were prepared 
by the Transportation Committee of the Chamber. It is 
a relatively small committee, compased mainly -- 
but not only -- of the traffic managers of some of 
our largest firms. The many fine firms represented on 
the committee buy in the aggregate approximately 
$12 million worth of transportation service per year. 
The Crow's Nest Pass Rates were established 
to help to develop the prairie area. We believe that 
they have been a most important factor in the growth 
which has taken place. They have resulted in the 


establishment of a great wheat economy. Diversificatio 
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is taking place but wheat continues, and, we hope, will 
: continue to occupy a very important place in the 
economy. In spite of favourable rates that economy 

is struggling with many grievous problems today. Farm 
leaders are quite outspoken about the cost-price 
, squeeze as it affects agriculture. Wheat is certainly 
- not in a position to carry higher freight rates and the 
5 railways accept that fact. The Chamber favours the 
16 retention of the Crow's Nest Pass Rates at their pre- 
rr sent level and in their present status as statutory 
12 rates. 
13 The railways have made a voluminous study of 
14 the cost of moving traffic under the Crow's Nest Pass 
15 Rates. Their figures will no doubt be fully analysed 
16 by others much’ more qualified than the Chamber to 
7 perform such a task. We have always understood that 
18 conditions in the prairies are much more favourable 
19 than many other areas of Canada for low construction, 
20 maintenance, and operational costs of railways. We 
1 refer to such favourable factors as the relatively 
92 flat surface of the prairies; the absence of many 
93 formidable barriers such as rock, forest, river or 
24 muskeg and soil that could be readily worked even 
25 when horses were the main source of power. We hope 
6 that due consideration has been given to these 
27 factors in the railways’ cost study. 
28 We get the impression from the railway study 
29 that the railways have only one problem, namely the 


30 Crow's Nest Pass Rates. This may be due to the 
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emphasis on this problem at this stage of this inquiry. 
Even if these rates constitute as great a problem as 
the railways claim them to be, surely they cannot 

be the only problem facing the railways. The Chamber 
would prefer to see the problem of the Crow's Nest Pass 
Rates analyzed as one among the other railway pro- 
blems in order to see each in its proper relationship 
to the other. 

If some railway services are not now com- 
pensatory, and if the losses incurred by them are made 
up from the profits of other railway services, this 
would not be an unique situation. Similar situations 
can be found in many ordinary businesses. But rail- 
ways are not ordinary businesses -- partly because 
they are public utilities, and partly because, in some 
instances at least, they have come into being and have 
been used, on oc¢asion, as instruments of public policy. 
It should not be surprising, therefore, to find them 
providing some ut ceca a loss either voluntarily 
or otherwise. We realize that it is up to management 
in an ordinary business to decide what losses shall 
be recovered from other revenues, and that the rail- 
ways do not always have Oe However, the fact 
that they may operate some services at am is not 
in itself justification for the relief which the rail- 
ways request in connection with the Crow's Nest Pass 
Rates. 

If it can be shown that lower returns from 


Crow's Nest Pass Rates have a serious impact on other 
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traffic revenues, the Chamber believes that other 
investigations have shown that the burden, whatever it 
may be, is borne in the main by the West and especially 
the prairie west. If we understand the rallways' 
position correctly they would use a subsidy to make 

up for the alleged losses on the Crowss Nest Pass Rates 
and thereby take the burden from other traffic. Those 
creating this traffic would no doubt welcome rate 
reductions but the Chamber hopes that relief can come 
through measures other than that proposed by the 
railways. 

As the situation appears to us, rising costs 
have a great deal to do with the railways’ current 
difficulties. Any measure which ignores the forces 
of inflation in relation to costs is bound to be in- 
effective in the long run. Many costs are a reflection 
of inflationary forces in our economy and unless these 
forces are checked the solution proposed by the railways 
would not be a final one. Some attention must be 
directed to the part inflation plays in rising railway 
costs if a satisfactory solution or part solution is to 
be found. Some of these forces may be within the scope 
of management, others having to do with fiscal policy, 
may not be. We want to stress that the railway problem 
cannot be isolated from the overall problem of infla- 
tion, and to further stress that the remedy proposed 
by the railways is toseek to cure a symptom, not a 
disease. 


A measure which the Chamber hopes has further 
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possibilities, is the reduction of costs by a continua- 
tion of the process of modernizing railway equipment and 
adoption of new techniques of operation, The railways 
have made and are making remarkable progress in these 
directions. Diesel power, larger box cars, longer 
trains, longer operating distances, etc., have brought 
greater efficiency and lower costs. we assume that 
these processes are continuous. We just hope they 

can be continued to the extent of making further 
substantial savings. 

The Chamber believes thet? vite reductions in 
costs might be possible if the railways were given 
treater flexibility in selecting the means used by 
them to serve the public. For instance, we understand 
that the railways are incurring huge losses by having 
to provide scheduled rail services to areas that could 
be very adequately and certainly much more economi- 
cally served by trucks. These losses are incurred 
because the railways do not have enough freedom of 

Ainetiee in determining how best to adjust to changing 
economic and secial conditions. We have in mind 

the movement of people — the rural to the urban 
areas, the rise and fall of the smaller urban centres, 
the part played by the private passenger car and 

truck in making obsolete the distances used in pioneer 
days in spacing towns and villages along the railway. 

Other measures may be taken along the lines 
provided in the Canadian National-Canadian Pacific Act. 


Many studies of further possible economies were under 
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way at the time of the Turgeon Inquiry. One of these 
had to do with a combined freight terminal at Regina. 
Has anything come out of those studies? The Turgeon 
report referred to two possibile deterrents to more 
speedy action by the viddvaws under this Act. One 

was the absence of any authority to determine how effec- 
tively the railways were trying to cooperate to badent: 
economies. The other was the absence of any authority 
to resolve relatively minor differences between the 
railways that prevent agreement samen ource that might 
be adopted. The Chamber would like to have these 
poihts examined to determine if progress is being made 
and can continue to be made in bringing about further 
economies under the C.N.-C.P. Act. 

The Chamber strongly opposes any suggestion 
that rationalization is the solution to railway pro- 
blems. Canada has nationalization of one railways. 
The Chamber does not believe that nationalization of 
the other would have any advantage not now enjoyed. 

On the contrary, the Chamber believes that it is highly 
desirable ine have a private system to provide a 
yardstick by which to compare various operations of 

the two systems. The Chamber believes that competi- 
tion between the two systems is healthy and desirable. 

The possibilities of these measures and 
others which may be suggested during this investigation 
should be exhausted before subsidies are concluded to 
be the only solution to the railway problems. The 


Chamber opposes subsidies inpinciple. It believes that 
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they contain great dangers in that they could tend to 
perpetuate uneconomic rail services and discourage the 
development of new modes of transportation. Subsidies 
should be ined only as a last resort, after all other 
measures have been proved inadequate, to protect a 
clearly defined public interest. They should be sub- 
ject to periodic review by some competent authority. 

If the railways substantiate their claim that 
the Crow's Nest Pass Rates are non-compensatory, and if 
subsidies are adopted, then, as expressed earlier in 
this submission, the Chamber assumes that the subsidy 
will be accompanied by a reduction in other rates. In 
the Chamber's opinion this is a very vital point. The 
railways should give some assurance that reductions 
will follow subsidies and possibly some indication 
of what rates will be affected. If a subsidy is eaten 
up by new costs such as new wage demands, the freight 
rate level would not be changed, The railways' 
competitive position would be unchanged. There is 
a very real possibility that subsidies could be followed 
bu, and indeed, start a new round of wage demands. 

The Chamber regrets that labour costs are excluded from 
the sceope of this inquiry. 

Finally, we wish to draw the Commission's 
attention to what we consider to be an inequity in the 
freight rates that concerns Regina directly. The 
Chamber supported the principle of equalization of 
freight rates. It believes that through rate between 


two points should be lower than a combined rate between 
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two points. For example, we believe that the rate 
between Toronto and Regina should be lower than a 
combination of rates from Toronto to Winnipeg to 
Regina. There are many instances where the opposite 
situation prevails. For example, the through rate 
on a carload of cable or wire is $3.57 per 100 pounds. 
The combined rate is $2.78 per 100 pounds. we do 
not want to lose the advantage of the low combination 
of Leah pes this advantage should be available in 
a more favourable through rate. The lower combina- 
tion favours growth of distribution facilities at 
Winnipeg to the disadvantage of Regina. 

Thank you, gentlemen, for the opportunity 
to present the Chamber's views to you. 


THE CHAIRMAN: Thank you, Mr. Aitken, 


CROSS-EXAMINATION BY MR. COOPER: 

Q. There are just a very few questions 
arising out of the submission of the Regina Chamber of 
Commerce which I would like to put to you, and I refer 
first to page 4 of your submission, paragraph 10, where 
you say: 

"The Chamber believes that big reductions 

in costs might be possible if the railways were 
given greater flexibility in selecting the 
means used by them to serve the public. 

For instance, we understand that the railways 
are incurring huge losses by having to provide 
scheduled rail services to areas that could 


be very adequately and certainly much more 
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economically served by trucks." 
I take it that you have reference there, perhaps among 
other things, to branch line abandonments? 

A. yes. 

Q. Do you consider that the railways should 
be permitted to abandon branch lines upon proof of 
losses in the operation of such branch lines, and do 
you think that should be the only test or should there 
be some other test or tests relating to the abandonment 
ef branch lines? 

A. I think the term "abandonment" is a 
little bit strong here; I say the substitution of a more 
economic means of service to the area. I am not sug- 
gesting it may be necessary to abandon the branch line 
aveelr. I suggest that it might be desirable to 
abandon the scheduled rail service and replace it by 
a truck service. 

Q. Are you suggesting that that truck ser- 
vice should be supplied by the railway? 

A. I am not suggesting that, sir; I think 
that is a situation which would have to be met in any 
given locality by existing sipouantances: There may 
be provincial regulations which would make it difficult 
for the railways to compete with the franchised trucker; 
there may be adequate truck service provided; they may 
suggest an outside trucker and they might use their own, 
I think they have various alternatives. 

Q. If I understand you, you are suggesting 


that on the abandonment of a scheduled service the 
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railways should be responsible for the provision of 
some other service in the sense of at least ensuring 
that there is adequate service or will be adequate 
-service, say, before there is any abandonment of an 
existing rail service? 

Bis Yes, it is a substitution of a more 
economical type of service, and ead als the railways 
should have the freedom to choose which mode of ser- 
vice will be provided. 

Q. You say further in paragraph 10; 

"These losses are incurred because the railways 
do not have enough freedom of choice in deter- 
mining how best to adjust to changing economic 
and secial conditions." 
Is the suggestion in that sentence to the effect that 
the railways are over-regulated in the opinion of the 
Chamber of Commerce? 

Ae I would say that the suggestion is 
definitely there, sir. | 

Q. That there should be a relaxation of 
the present controls over the railways? . 

A. ~=Yes.~ 

Q. Now, you mention in paragraph 11 on page 
4s "Canadian National-Canadian Pacific Act," and you 
state: 

"The Turgeon report referred to two 

possible deterrents to more speedy action 
by the railways under this Act. One was the 


absence of any authority to determine how 
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effectively the railways were trying to 

cooperate to effect economies." 
Is the Chamber of Commerce suggesting, by the sustece 
I have read in paragraph 11, generally that somebody 
should be charged with -- if I may use the term -- 
policing the Canadian National-Canadian Pacific Act? 

A. Policing might be a little-tooe strong 

a term. 

Q. But I think you know the sense in which 
I am Weing the word? 

A. I think that is what the Turgeon Com- 
mission had in mind, and Iféhink we bieoka in that view- 
point. 

Q. There is also this suggestion: 

"The other was the absence of any authority 
to resolve relatively minor differences between 
the railways that prevent agreement on measures 
“that might be adopted." 

Now I suppose any body that was perhaps appointed to 
oversee the workings of the Canadian National-Canadian 
Pacific Act would perhaps also be charged with the 
duties implicit in the sentence which I have just 
read? 

A. ~- I think that is right, yes. 

Q. On mge 5, paragraph 13, you state: 

“Subsidies should be used only as a last 
resort, after all other measures have been 
proved inadequate, to protect a clearly 


defined public interest. They should be subject 
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to periodic review by some competent authority." 
What authority did you have in mind there, Mr. Aitken, 
or did you have any specific authority in mind? 

A. We didn't, sir. 

Q. Are you suggesting the creation of a new 
bedy charged with the duty? 

A. No, I am not suggesting it, but it is 
almost implied when we Gieeens it is necessary we 
should have a body, but we are not suggesting what kind 
of body. 

6: Dewy | OT whether the existing body or some new 
authority? 

A. That is right. 

Q. You alse state in paragraph 14; 

"The railways should give some assurance 

that reductions will follow subsidies and 

possibly some indication of what rates will 

be affected." 
Is the Chamber there suggesting that any subsidy should 
be conditional upon the undertaking by the railways to 
reduce rates? 

A. I think that is practically what we mean 
because our understanding is the whole point of getting 
a subsidy is to compensate for non-compensatory rates 
in order to take the pressure off the other services 
which are presently making up the difference in these 
rates. 

Q. Would you make the granting of any subsidy 


conditional upon the reduction in rates? 
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A. I don't think we would go that far. 
However, it certainly seems that the two almost go 
together; subsidies should be reflected in reductions 
in other rates, 

Q. Mr. Aitken, in paragraph 15 it is 
stated that the Chamber believes that a through rate 
between two points should be lower than a combined rate 
between two points. Do I understand that the Regina 
Chamber of Commerce contends that a through rate should 
never be higher than the total of two or more combined 
rates between the same points? 

A. That is what we say here, and that is 


what I think we mean. 


CROSS-EXAMINATION BY MR. HUME : 

| Q. Arising out of something you said to my 
learned friend Mr. Cooper, on page 5 ef your brief, 

the last matter he was discussing with you with respect 
to the reduction of rates, does your Chamber have in 
mind there a reduction of the class and commedity rates, 
or a general reduction of all rates including competitiv 
rates? 

A. We have in mind a reduction in the rates 
which are presently carrying what is alleged to be the 
losses from the Crow's Nest Rates. 

Q. In other words, the $20 million subsidy 
had the effect of a roll back in certain classes of 
rates: are those the classes of rates that you have 


in mind? 
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A. Wasn't this $20 million for another pur- 
pose? Wasn't it to compensate for a wage increase? 

Q. Oh, yes, but the effect, as I under- 
stand it, of the administration was to provide an 
automatic roll back for certain rates. Do I take it 
this reduction you refer to would operate in somewhat 
the same manner, or would it be handed to the railways 
to use in any way they wanted provided there was a 
reduction of all rates? 

A. No, I think our basic idea here was a 
reduction in these rates which are presently carrying 
the burden of the alleged compensatory Crow rates. 

Qe And, therefore, it would be paid to the 
carrier to be used by him as he wished? 


A. yes. 


CROSS-EXAMINATION BY MR. DICKSON: 

Q. Mr, Aitken, when the Commission was 
sitting in Winnipeg, the City of Brandon presented a 
prief which suggested that there was inequality and 
unfair treatment ef Brandon freightwise when comparing 
their position to that of Winnipeg. Since coming 
to Regina the Commission has received a brief from 
the City of Saskatoon suggesting there aight be 
equalization of rates as between Saskatoon and Regina. 
What would your view be on the matter of such equaliza- 
tion in the case of related cities of that sort? 

A. Well, to my mind, location has an 
economic value, and I can't quite see the point of 


mutualizing economic values by grouping of rate 
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structures, 
Q. You would oppose equalization as between 
Regina and Saskatoon? 
A. Yes, I would, in principle of economic 
location, 
4 bd On page 1 of your brief you speak of 
Mr. Van Horne, the General Manager of the C.P.R., having 
helped select the site for Regina: where was the C.P.R. 
at that stage -- had it been built to this he a vce 
site? 
A. Yes. 
Q. Se, the railway came first and the develop 
ment followed? 
A. Yes. 
Q. Was that the pattern follewed throughout 
the other settlements of the Province ck puaunadenvan’ 
\ A. My pioneer days don't go quite that far 
back, but I would think that is largely it. 
Q. From your knowledge of the provincés? 
A. yes. 
Q. That the railway line was built and the 
land opened up and farms started up? | 
A. I understand these locations were estab- 
lished by the railways themselves for these community 
service centres. | 
Qe At the bottom of the same page you speak 
of the present status of the Crow's Nest Pass rates 
as statutory rates. Will you agree with me it May be 


more accurate to refer to their present status as being 
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contractual and statutory as relying in part on the 
Crew's Nest Pass Agreement and in part on the 1925 
amendment te the Railway Act? 

A, Iam afraid I can't make that distinction| 
Lusee them as under the control of Parliament, and that 
is really what I have in mind. 

Q. That is what you mean by uhatubeeys 

A, Yes. 

Qe You make quite a large point in paragrap 
7 and again in paragraph 14 as to this matter of using 
the subsidy, if one is decided upon, for the purpose 
of reducing other rates, and you state: 

"Tf we understand the railways! position 

correctly they would use a subsidy to make up 

for the alleged losses on the Crow's Nest Pass 

rates and thereby take the burden from other 

traffic. Those creating this traffic would 

no doubt welcome rate reductions ...',; 
and so on. Is there anything that you have seen 
in the material presented to date by the railways 
which would indicate that that is the use to which the 
subsidy would be put? 

A. No, I don't think they have stated anything 
like that, but as I understand, the whole purpose of 
the subsidy is to compensate for low rates, and what 
is going to happen to the money is that -- and the 
reason for compensating for the low rates is to take 
the pressure off those other rates which are diverting 


the traffic to other modes of transport, so, I can't 
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see much point in seeking compensation for low rates 
unless something is going to be done with the other 
rates involved. 

V Roa. The railways have suggested they would 
like to improve their position in the money market, and 
that might contemplate using a portion of this subsidy 
for maintaining present dividend rates or perhaps in- 
creasing dividend rates. Would you oppose any such 
use of any part of the subsidy? 

A. Ne, I would not, but I think the first 
consideration would be some relief teen these high rates. 

Q. A portion of the subsidy? 

A. Yes. 

Q. In paragraph 10, my learned friend Mr. 
Cooper referred to your views as expressed in that 
paragraph, where you speak of scheduled rail service 
and then say: 

"Wwe have in mind the movement of people 

from the rural to the umban areas .. .' 

What you have in mind in that paragraph, I gather from. 
your answer to Mr. Cooper, is the possible reduction 
of passenger services? 
+ Ae Well, not only, but 1.c.l. schedule -- 

I have in mind the reduction of all scheduled services 
where there is no volume of traffic to justify it. 

Q. Passenger and freight? 

A. Yes. 

Q. You are not advocating téaring up and 


abandoning branch lines which are in use for the movement 
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of grain? 

A. No, I am not advocating that. 

Q@. The railways have suggested that any 
subsidy be linked to the movement of export grain and 
regarded as a subsidy to the farmers and not the rail- 
ways: would you agree with that position? 

A. I would rather not take a position on 
that. It seems to me it is more a philosophic dis- 
tinction than a factual one. 

Q. You don't feel it has a very real sig- 
nificance? 

A. No, I don't, unless the money were pene: 
to be paid differently, but I visualize this subsidy, 
if granted, being paid to the railways and not to the 
farmers, and then, who is to be debited with 0 ty a 
don't think matters very much. 

Q. You would not consider it has a bearing 
on the future amount of the subsidy and the possibillty 
of an increase in rates when the subsidy comes up in 
debate? 

A. Oh, yes, no doubt it would have a bearing 


in future, 


CROSS-EXAMINATION BY MR. ALLEY: 

Q. Arising out of that last line, Mr. Aitken, 
there are, I think, perhaps three types of rates; there 
is the rate which you might say does not carry its out- 
of-pocket expenses, and then there is a rate which 


oe 
carries its out-of-pocket expenses and pays a portion 
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of the overhead, and then there are rates which are 
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clearly profitable. Weuld you accept the position that 
the subsidy should be applied first to make sure that 
the non-compensatory rates carry their out-of-pocket 
expenses? 

A. I think that would be our position. 

Q. And, then, secondly, that a rate which 
does not carry its fair share of the overhead is made 
to do soe? 

A. I think that is reasonable and logical. 

Q. Would you look at paragraph 4 on page 2: 
is that a suggestion ef facters which you hope have not 
been overlooked? 

A. Yes. 

Q. That is not a declaration of policy by 
your Chamber? 

A. That is what was said originally. I 
think it represents factors which we hope have been 
adequately recognized in the cost study. 

Q. But I want to be clear that is not a 
statement of the Chamber's policy? 

A. Looking it over again, I think the intent 
was we just raise the question: Have these factors 
been adequately recognized and due weight be given to 


them in the cost analysis? 


CROSS-EXAMINATION BY MR. McDONALD: 

Q. Mr. Aitken, I just have a couple of 
dich tou se On page 4, paragraph 10, where you are 
speaking of alternate services, would you agree with me 


that where the railway has lost the traffic to other 
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services in an area, and the service they are operating 
no longer pays for itself, that they should not be 
required to furnish a highway service when they have 
already lost it to such service? 

A. The only problem we see in cases like 
that is the carload movement of grain from those areas, 
There may not be any other traffic, but the storage 
facilities are there, and they have become pretty 
well permanently fixed and they are hard to move to 
another line, 

Q. You are speaking of the abandonment of 
the whole line? 

A. Yes. 

Q. What I was really directing my questioning 
to was, the taking off of some services -- say, a 
passenger service or an express service, and the line 
is still there for heavy traffic: are you suggesting the 
railways ghould provide another passenger service or 
express service? 

A. If there is already a service there? 

Q. yes, when they have lost that business to 
other means of transportation? 

A. I think the question anewid be’ ‘left te 
the railways as to whether there is enough there that 
they want te preserve. If thergis not, I think it is 


up to them to abandon. 


CROSS-EXAMINATION BY MR. SINCLAIR: 
Q. Mr. Aitken, on page 2, paragraph 5, you 


state that even if the Crow's Nest rates constitute as 
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great a problem as the railways claim them to be, surely 
they cannot be the only problem facing the railways. 
Now, the evidence of Canadian Pacific, as presented to 
this Commission during its hearings in Ottawa prior to 
coming west, made it clear that the Crow's Nest rates 
problem was the major one facing the railways. My 
question to you, Mr. Aitken, is: as a business man, 
would you agree that if the selling price of over 40 
per cent of your business in Western Canada was fixed 
and could not be changed no matter what happened to 
your costs, that something should be dene about that? 

A. Well, I am really not qualified to state 
at what percentage the drastic measures are required 
when you have a lesing department, as it were. 

Q. Well, if it was 40 per cent of your total 
business? 

A. Well, it sounds like that is a pretty 
big percentage, but when you reach this degree of 
last resort, I don't know. 

Q. What I am saying to you is, you agree 
that something should be done about bringing that depart- 


ment that has got 40 per cent eg 


relation with the costs of doing that business? 

A. Well, you could say it is a matter of 
private policy if you had complete centrol of what you 
Gig. You still are compensating for those losses in 
some way. Yeu are paying for thoselosses out of other 
freight services; therefore, it is a decision as to 


whether to continue subsidizing, if I can use that term, 
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by other rail services or not. 

Q. Now, that is my point: if you were not, 
because of the myriad of circumstances, able to operate 
your business on a financially sound basis by using 
the 40 per cent of your business as loss leaders to 
bring in high rates and high charges on the other 60 
per cent, if you were unable to do that, and yet you 
were required to stay in business, then what would you 
do? 

A. Well, as we say in the brief here, if 
eas: were the case, and that is the last resort, we 
would justify subsidies. We are not at this stage, of 
course, in a position to say when you have reached the 
last resort. That is up to you to persuade the Com- 
mission. 

Q. In justice, fairness, you would agree 
that if you are required in the national interest to 
carry ho per cent of your business you should not be 
cas to carry it at a loss -- you would agree with 
that? 

A. Well, there are other factors to be taken 
into consideration. 

Q. Iam asking you that as a basic principle? 

Aid As a basic principle, yes, I would agree 
with that. 

Q. You see, Mr. Aitken, at the bottom of 
page 2 you say: 

"However, the fact that they (the railways) 


may operate some services at a loss is net in 
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itself justification for the relief which the 
railways request in connection with the Crow's 
Nest Pass rates." 
Now, I presume one of the matters you had in mind there 
was passenger train losses, was it? 

A. Yes. 

Q. Did you know that the railways had not 
charged any part of the passenger train deficit against 
the grain cost that they presented to this Commission? 

A. No, I didn't know that -- you mean charge 
the passenger against the grain costs? 

Qe Yes -- you didn't know that? 

A. No. I don't see how yeu could charge 
them against the grain losses. 

Q. I said the grain "costs". 

A. Oh, the grain costs. 

Q. You now understand what I mean? 

A. Yes, I understand what you mean. I 
said I didn't know that: I read your analysis, and I 
think I did know it, but I hadn't thought about it, par- 
ticularly, to answer any questions. 

Q@. Well, in view of that, now that we have 
set aside passenger, would you please inform the Com- 
mission what you had in mind concerning the services 
that you are referring to at the bottom of page 2 in your 
submission? 

A. We were not in a position to tell exactly 
what other services the railways might be conducting at 


a loss. 
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Q. You have nothing --- 

A. What about your competitive rates? Are 
they, any of them, being conducted at a loss? 

Qe Did you know, Mr. Aitken, that by law 
the railways were required to have their competitive 
ates at a compensatory/level, and that if they had com- 
petitive rates in that did not do se, that these rates, 
by law, have to come out? Did you knew that? 

A. I believe that is the principle of 
rate making -- that it should be compensatory. 

Qe That is the law of applicable competitive 
rates. Did you know that? 

A. I am not sure that I ceuld answer that. 
I am not certain. 

Q. So, now, we have got rid of passenger, 
ebapetisive rates; have you got any other in mind? 

A. Well, I think it is up to the railways 
to demonstrate to us that they have no other losses 
that are being made up from other rates. 

Q. Don't you think that the railways live 
as good citizens within the law as far as they are able 
to do so? 

A. Oh, I agree with that, yes. 

Q. Onmge 4, Mr. Aitken, you state your 
organization is of the view that the railways do not 
have enough freedom in determining how best to adjust 
Hehentius economic and social i cuilcaiieil And my 
friends, a number of them, have asked you questions 


about that. 
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As you know, Canadian Pacific en time to 
time has applied to the provincial ye guTA tery authority 
in Saskatchewan for truckingdicences in various parts 
of the. prevince. Did you know of that? 

A. Yes. 

@. And is it the view of your Chamber that 
the right of Canadian Pacific to operate trucks is a 
right that should be preserved, as it enables them to 
provide better and cheaper service? 

A. Well, we advocate that very thing. 

Q. Now, your basic position -- you would 
agree with it being stated this way, would you? -- that 
the railways should be given all rights and freedom to 
reduce cost and provide efficient service at reasonable 
rates? 

A. I think that is a bread statement in 
which we could concur. 

Q. Now, let me take yiusenger train service 
for a moment, Mr. Aitken. 

Would you agree that if the railways were 
lesing money on the passenger train run and they showed 
that in the figures filed with the Beard of Transpert 
Commissioners, that any person eppesing the applica- 
tion of the railways to abanden that passenger train 
run should have a statutery onus on them of proving 
that the run should be continued? 

A. A statutory onus on them? 

Q. Yes. That the burden of proving that 


the run should be continued would be upon the person 
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opposing the removal of the service? 

A. I am not just sure whether you are gettin 
me to say things here that I do not concur in entirely. 

Q. You do not understand what that means? 

A. I think I know what you mean, I am 
net surghow far I am committing myself, because I still 
see where there could be not enough passenger service 
to make a run economical, but you might substitute, 
and put in a bus to serve an area, and we would like 
te eimieatd thet should be done. 

Q. Let me put this example to you. ib can 
see where your difficulty is. Say that aeroplane, bus 
er private automobile -- that is, if there were roads 
available -- wena all in the area; these modes of 
transportation, either one, or twe, or three of them 
were available in the area? 

A. yes. 

Q. Under those circumstances, if the passenge 
train run was losing money and the railways showed that 
to the Board of Transport Commissioners, then, under 
those circumstances would yeu agree that the burden of 
preving that the run should be sie iasa should be 
upen any person epposing the application by statute? 

A. If there was alternate adequate service, 
I would agree with that, yes. 

Q. And to show that it was inadequate 
would be the job of the person who was opposing? 

A. Yes. 


Q. Now, your basic position is that subsidies 
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should only be used as a last resort and after there 

was a clearly demonstrated need for such subsidies 

in the national interest? 

A. yes. 

Q. Now, you would agree, would you, that 
federal subsidies should not be applied where the only 
thing involved was a local interest? For instance, 
commuter train runs -~ if there was to be a subsidy 
on commuter train runs, you deo net think that should 
be applied on the national treasury; do you? 

A. Well, no, in this specific instance, ne, 
I didn't know just what you meant by local interest 
there, 

Q. Well, it would be some interest that was 
net clearly demonstrated to be beneficial to all 
Canadians, and in which all Canadians had a stake. 

The national interest, I would define, would be an 
interest where all Canadians generally -- the country 

as a whole ~~ had an interest in it, and lecal interest 
would be where it would be confined to an area of people 
having an interest. De you understand that? 

A. Yes. 

Q. Now, would you consider that in those. 
circumstances, and having in mind the definition we 
have just discussed, that passenger train service, in 
the light of existing road systems, aeroplanes and the 
number of private cars, could be said to be in any 
respect a national interest, properly? 


A. Well, it would be a little more than I 
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would like to-undertake to define the national interest 
in all these cases. 

Q. But thinking of this specific passenger 
train servider 

A. Are you thinking abeut a lecal passenger 
train service -- could I conceive it being in the 
national interest, or otherwise? 

Q. yes, 

A. Well, it hardly seems logiaal or reason- 
able if it is local enough -- I don't know when you get 
out of the lecality into the national. 

Q. If it is lecal enough, it is hard to 
be able to see it in the national interest. Is that 
your answer? 

A. I would think so, yes. 

Q. Now, Mr. Aitken, the Board of Transport 
Commissioners, after full investigation, fixed as just 
and reasonable the rate level for cordwood; ten per cent 
of Class 100. Now, in view of your interest in freight 
rates, would you think that another commodity that was 
higher in value than cordweod should have a rate level 
less than ten per cent? 

A. Oh, I'm afraid I couldn't answer that. 
question, 

Q. Have you ever censidered matters like 
that? 

A. No, 

Q. Certainly, if one was, say, four or 


five times in value the other commodity, and let's say 
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they loaded in approximately the same way, you would 
think the one that had the higher value sheuld take 
the higher rates? 

THE CHAIRMAN: That is just coal, I suppose? 

MR. SINCLAIR: No, no. I knew that somebody 
might jump to that conclusion, No, no. It might 
apply to semething else, though. 

THE CHATRMAN: Very well. 

MR. DOHERTY : Mr. Chairman, I think Mr, 
Aitken is trying to be as helpful as he can, and I 
think he has done exceedingly well. I do not think 
he comes as a rate expert. I think the proef of 
rate making is something that he has not had a chance 
to study. 

MR. SINCLAIR: Very well, there is a rate 
expert coming up on the next brief. 

Qo Now, Mr. Aitken, you mentioned that the 
payment of a subsidy for the difference between the 
statutory grain level and the just and reasonable level 
might cause and indeed start, as your words are on page 
eae | néw round of wage demands. 

Mr.Aitken, in so far as the railway industry 
is concerned, you know, do yeu not, that they are now 
engaged in major negotiations concerning a demand for 
wage increase? 

A. Yea. 

Q. Do you know that basic to the fixing 
of wage rate levels on the railways the unions have taken 


the position that they are net concerned with the ability 
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to pay; that cher are concerned with a just and applicable 
wage level, and that ability te pay is a plus factor 

ever the basic criterion ef fixing railway wages in 
relation te the community as a whole? Do you know that 
is the area in which wage rates are handled by the 

unions of railway industry? 

A. Yeu ask me do I know that the railways 
take the pesition that it is a preblem of management 
and net theirs? 

Q. Yes. 

A, I ¢an answer that Yes. I know that. 

Q. Soe then, why weuld you think, or your 
Chamber think, that the mere fact that people were te 
be paid with respect te one segment of traffic a just 
and reasonable level would affect, indeed start, a 
new round ef wage demands? | 

THE CHAIRMAN: Well, I don't think that will 
get us any place, Mr. Sinclair. 

MR. SINCLAIR: If the Commissien so rules 
that the question is improper. 

Q. Now, my friend Mr. Dicksen referred you 
to page l. The Chamber faveurs the retention of 
Crow's Nest Pass rates at their present level and in 
their present status as statutery rates. Mr. Dicksen 
asked you what you meant by that, and I think you said 
that what you had in mind was that they be kept under 
the control of Parliament. 

Now, Mr. Aitken, when you gave that answer 


weuld yarhave had in mind -- is this a way of expressing 
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it -- that these grain rates would be under the control 
of Parliament and based on what Parliament believes, 
in its wisdom, the level and application of the rates 
should be, other than relying on any agreement that 
the railway has to determine the level and application? 
THE CHAIRMAN: Well, I Sls think that we 
can very well get very far by asking what Parliament 
meant. That is the law. 
MR. SINCLAIR: I never asked that question, 
with respect, Mr. Chairman. I never asked that questien 
with respect. 


THE CHAIRMAN: . Well, that is as I understood 


THE WITNESS : I wonder, Mr. Sinclair, if you 
would just restate that. I find a little difficulty 
in follewing that, myself. 

MR, SINCLAIR: Q.. My question to you, Mr. 
Aitken, was bh ties intwdew ef the statement of the 
Chamber at the bottom of page 1 -- in your view, and 
in view of your answer to my friend Mr. Dickson -- you 
knew Mr. Dickson; do you remember his question? 

A. Yes. 

Q. And your answer; you remember that? 

B; Yes. 

Qe My question, then, was this: weuld it 
be right to say that what you had in mind when you gave 
that answer to Mr. Dickson that it was the view of the 
Chamber thatthe rates sheuld remain under the contrel 


of Parliament, was this: that the rates should remain 
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under the control of Parliament se that Pafiiament would 
fix the level of the rates and their application, 
rather than relying on any agreement with the railways 
to fix the level and the application of grain rates in 
Western Canada? 

A. If I understand your question correctly, 
my answer is Yes. 

Q. A number of questions were asked you, 
Mr. Aitken, cencerning your statement in paragraph 14 
coneerning any moneys paid arising from the level under 
the statute of the grain rates. 

You have answered a number of these, and I am 
not going over the same ground with you. I want to 
ask you this additional question. Would this Chamber 
pelieve that what would happen with the disposition of 
any moneys at the time should be in light of the 
financial cendition of the railways who were to receive 
the money, and what they were making out of the traffic 
they were carrying? 

A. I cannet deviate very much from what we 
say here, when I say the first censideration is -- and 
the fact is, I believe, it goes further than that -- 
should be to reducing these other rates. 

Q. And if the railways -- what you are sayin 
is that they should be looked at? You should take a 
look at the high rates first? 

A. We really ask that the railways give a 
commitment that there will be some reduction. 


Q. But if the railways at that time are in 
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such a pesition that they would have toe raise lower aren 
the lower-rated levels--te centinue, do you net think 

that everything should be taken a leek at at the same 

time ~- the high rates, the low rates, and the money 

that was to compensate for continuing to carry grain 

at the statutory level? Sheuldn't it all be loeked 

at at once? 

A. I think we would agree that is reasonable, 
but it seems to us that the big preblem of the railways 
is to meet competitien, and that the need for compen~ 
satien for these alleged low rates is to meet competitien 
How are you going to de it if yeu do not apply it on 
your high rate structure? | 

Q. But you should leek at all these matters 
at the same time? 

A. Well, I think that would be agreeable. 

MR. SINCLAIR: Thank you, Mr. Aitken. 


THE CHAIRMAN: Thank you, Mr. Aitken. 


CROSS-EXAMINATION BY MR, MAURO; 

Qe Mr. Aitken, I only have one or twe ques~ 
tions because I think it would be of some service to the 
Commission if we could get your opinions as the president 
of a group representing business men in this area. 

Now, I think you weuld agree, Mr. Aitken, 
that in the business world generally certain items are 
sold at differing margins of profit? 


A. Certainly. 
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1 

Qo And, fer instance, in a sale a business 
: mignt put up an item at a very narrow margin of profit 
: in order to generate other business; is that correct? 
i A. That is correct. 
Q. And that in assessing the value or the 
F cost of the item which we are selling at the narrow 
F margin of profit, it would be important to look at not 
8 only what you receive from that item but wnat other 
19 business is generated; is that correct? 
i} A. That is correct. 
10 Q. Whereas my learned friend mentioned a 
13 figure of 40 per cent on a particular business, and you 
11s properly answered that that was a substantial amount. 
15 If I said to you that a certain portion of the business 
16 represented 26 per cent of your total business, you 
7 might say that that is a considerably lesser amount; 
18 is that correct? 
19 A. That is correct. 
20 Q. And, sir, the Regina Chamber of Commerce, 
1 I suggest, when they are faced with a railway company 


wy) approaching the federal treasury to be compensated for 
what tney allege are losses, the Regina Chamber of 
Commerce has felt that the losses from passenger service 
are the same as losses from carrying grain in so far as 
the federal treasury is concerned and the taxpayer is 
cencerned; is that right? 

a? I think that would be right. 

Q. Weuld that be a fair assumption on what 


you are saying in your brief when you said we should look 
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at other matters which are problems for the railways? 

A. yes, we ask that that be done, 

Q. The Regina Chamber of Commerce is saying 
that before the federal treasury starts paying out the 
taxpayers' moneys on one segment of the freight tate 
structure, we sheuld have a look and see what the rail- 
ways are losing on passenger service and branch lines 
and commuter service; is that correct? 

A. yes. 

Q. Because the Regina Chamber of Commerce 
is the same as the Winnipeg Chamber of Commerce in the 
Province of Manitoba, they are interested in the whole 
freignt rate structure because, whetner or not the 
passenger losses are there, you and I know the passenger 
losses are on our freight bill; isn't that correct? 

A. We assume that is the case. 

Q. There is only one way the railways can 
make their money, they make it out of the revenue- 
bearing freight; is that correct? 

A. Yes. 

Q. And one final question, sir; as a 
business man you would expect a particular traffic or 
a particular part of your business which, as I men- 
tioned before, was generating other business to carry 
the fully distributed costs, costs to overhead, 
costs for the operation of your business, but it 
might bear something less than that and still be a 
good bit of business for you? 


A. We maintain that is common practice,yes 
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MR. MAURO: Thank you. 


BY COMMISSIONER GOBEIL: 


Q. I have only one question, Mr. eda 
On page 3 at paragraph 7 you mention if it can be shown 
the Crow's Nest Pass Rates has been an Tapeataant re 
traffic, you believe that the burden which has been the 
result of that is berne mainly by the West, and especial- 
ly the prairie west. Now, would you speak on this? 

What is the Patt ef that statement, what burden is 
perne mainly by the West? 

A. Mr. Gobeil, it is based on tne under- 
standing that because of our leng distances from source 
ef supply and their depending upon transportation, that 
by horizontal increased freight rates and percentage 
increases on the long haul, it is bound to be higher, 
and therefore in these horizontal increases we must be 
standing a greater portion of the increase. 

Q. You mean, in other words, that you believe 
that the West, and especially the prairies, are the ones 
who are paying for the low grain rates? 

A. yes, in the main, as we understand the 
figure of whatever losses there may be. 


COMMISSIONER GOBEIL: Thank you. 


BY COMMISSIONER ANSCOMB: 


Q. Your clause 14 is causing me a good deal 
ef concern, and even with the discussion that has gone on 
this morning it is still cenfusing. 


However, will you just strip the whole bag of 
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1 

tricks clean and tell me how you can take the position 
4 that you want a reduction in rates on other commodities 
P equal to or at least some part of the subsidies, and 
© if such are given on grain or anything else, and yeu 
‘ expressed it just now when you said that you are paying 
7 the lesses out of other revenue, speaking of the rail- 
8 ways, and as I say, let us strip the whole bag of 
9 tricks; you have one railway which tells us it is 
10 losing $50 millien a year, and let us assume that to- 
1 morrow morning it was given a subsidy of $20 million 
12 from somewhere -- of course, there is only one place 


13 it could come from, out of the taxpayers' pockets any- 
14) .Way -- and what geod dees it de if that $20 million 

15 that will be given by them to some other shippers, and 
16 if that is going te be the case, I will ask you what 

17 is all the fuss about?’ 

18 A. I thought the railways were trying to 

19 improve their happening a position. 

20 Q. I think they are evi ucohe tupeeve their 
21 financial position as well. 

22 wi Well, I agree with that. 

23 Q. If that is se, what would your clause 14 
24 do te them? 

25 A. Well, I am assuming if there is anything 
26 to their argument that they could become competitive and 
27 get some more business that they have lost at the one— 
28 sent time. I think that is the whole point, If there 
29 is anything to their argument that they need money for 


30 the losses alleged on these rates because of the pressure 
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of these ether rates, that something has to be done to 
have new revenue without new found money. As I have 
understoed the railways' position -- I may have mis- 
understood it -- I didn't think it was merely to in- 
crease their rate of return from 44 per cent to 63. 

Q. But your National Railway hasn't got 
any rate of return, it is losing $50 million a year, 
so that is what I am asking. 

A. I must confess that most of my thinking 
has been done in terms of the Canadian Pacific Railway. 

Q. I think that it is pretty near time you. 
thought of semebedy else besides the Canadian Pacific 
Railway; they are both national lines. 


A. I agree with that. 


BY COMMISSIONER MANN: 

Q. In paragraph 12 you say in the last 
sentence, "The Chamber believes the competition between 
the two systems is healthy and desirable." Now, you 
and I know there is very little rate esiit vad between 
the two railways. Would you explain your statement to 
include rate competition between the Canadian bation 
and the Canadian Pacific, and would yeu centemplate 
that when you say "competitien" or are you simply 
talking in terms of service competition? 

Le Well, I think, Mr. Mann, we were thinking 
in terms of service. I can't say just whatffy colleagues 
would say te your other question. Ididn't say that 
SPS eS be some rate competition. 


Q. Now, on anether matter, and this is 
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something, Mr. Aitken, on which I den't expect you to 
be able te give me an answer now, but you will notice 
in paragraph 15 yeu have an example of a combination rate 

A. Yes. 

Q. I wonder whether you weitid be good enough 
to ask your traffic committee to let our traffic ad- 
visers have the carlead minimums that underlay this 
calculation? | 

A. Yes. I have a number of other examples. 

Q. What I think we should have is the car- 
load minimum freight origin to Winnipeg, and the rebuilt 
carlead frem Winnipeg to Regina. 

A. Yes, I think I have that. 

Q. Well, there is no rush on this, but if you 
would be geed enough to let our traffic adviser have this. 

One more question: when you had your discussion 
with Mr. Cooper you used the sentence -- Mr. puopew I 
think, was discussing the matter of rates as between 
Regina and Saskat¢een with you -- you used the sentence, 
"That lecation has a value, an ecenomic value". Now, 
you know the rates from Montreal te Regina are the same 
as the rates from Torento to Regina because of a large 
grouping in Ontario and Quebec? 

A. yes. 

Q. And you weuld think that if you put this 
maxim inte practice that the rates from Montreal to | 
Regina should be higher than frem Terento to Regina? 

A. Yes. 


COMMISSIONER MANN: Thank you very much. 
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THE CHAIRMAN: Thank you, Mr. Aitken. 

MR. SINCLAIR: I would like toe ask one ques- 
tien arising bas ef what has just been said. 

THE CHAIRMAN: Previding we don't start a 
whele series. 

MR. SINCLAIR: I would like to ask this and 
a pnd this eeele be ef seme assistance to the Commis- 
sien, if Mr. Aitken had in mind when he said that there. 
should be the same principles applied in regard to 
grouping in the east and in the west, when you were 
setting up a group -- this is the enly question -- would 
it be your pesitien that the rate sheuld reflect the 
size of the greup? | 

THE WITNESS: The size of the greup? 

MR. SINCLAIR: If there was going te be ene. 
rate that the rate sheuld reflect the size ef the group? 

MR. DOHERTY: What do you mean, the area, 
the city? 

THE CHAIRMAN: The traffic. 

MR. SINCLAIR: The size of the greup is my 
question; if you think it sheuld reflect the area of 
the greup? 

THE WITNESS: You mean a sort of an averaging 
of the rates at the various points? 

MR. SINCLAIR: Yes. 

THE WITNESS: Well, as I say, I am not too 
fond of the idea of grouping at all; I believe in pre- 
serving the econemic advantagesin lecation, but it would 


seem like a reasonable thing te do. 
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MR. SINCLAIR: If there is to be grouping, 
it should reflect an averaging of the rates within them? 

THE WITNESS: If I were en this side of the 
group I would prefer the rate to the closest point to 
Regina. 

MR. SINCLAIR: That wouldn't be fair, would 
1t? 

THE WITNESS: It is a very theeretical ques- 
tion, se perhaps I am trying toe facetious. 

MR. SINCLAIR: I am not trying to be face- 
tieus; I am saying that that wouldn't be fair. 

THE WITNESS: ah den't knew whether the term 
"fair" is applicable in a case like this or not. Why 
should it be -- it could be the further peint or the 
nearest point. 

MR. SINCLAIR: I am asking if you are going 
te have it; I am net advocating it or suggesting it 
sheuld be advecated, but if yeu are going to have a 
group you sheuld, I think you will agree, average the 
rates within the group? 

THE WITNESS: That seems the logical thing. 
I don't know what principles are used in determining 
these groupings. 

THE CHAIRMAN: We will have a five-minute 


recess now. 
---Short recess. 


THE CHAIRMAN: Order, gentlemen, please, 


Mr. Blair, I wonder if it weuld be possible for the 
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Farmers Unien to come before your brief. 

MR. BLAIR: We are in the hands of the Com- 
wiragiiiens si. However, we would like to put our brief 
in as early as possible in view of the Commission's 
other commitments, but if there are ethers --- 

THE CHAIRMAN: We are up against a time factor, 
and we are very anxious to have the evidence all 2H | 
that may be offered, and at the same time we are anxious 
that counsel shall have the Berar unai ey ef cross- 
examining, but we would ask that ceunsel restrict 
their cress-examination as much as pessible and cever 
enly these things that are vital. 

Now, with your brief the question was raised 
that there is anether royal commissien on coal, as 
you know, and we feel that the matter.sheuld be dealt 
with entirely by the ether Commission and we shouldn't 
transgress: on it, and we so advised Mr. Justice Rand. 
However, we have a letter from him in which he wants 
us to consider the question ef freight rates, se that 
we must hear yeu people so that the two commissions 
will have to collaborate on this question of coal. 

MR. BLAIR: Mr. Chairman, my suggestion might 
be this, that we have filed the brief, and with the 
permission of the Commission we weuld like to have the 
brief taken as read and I do propese to put one witness 
en the stand in orderjte comment on the various aspects 
ef the brief. 

THE CHAIRMAN: Well, that will be very short, 
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that it will be short. 
MR. BLAIR: I think it will depend upen the 


length ef the cress-examinatien, 
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Mr. Chairman, my name is D. G. Blair, and 
Ay appear on behalf of Great West Ceal Cempany and the 
Maniteba and Saskatchewan Ceal Company. These two 
cempanies are the principal cemmercial operators in the 
Estevan coal field and they acceunt fer 95 per cent of 
the coal preduced commercially in that field. We have 
filed with the Commissien a brief prepared on behalf eof 
these twe cempanies, and we ask your BS sien to have 
the brief taken as read. 

THE CHAIRMAN: That is readily agreed to. 

MR. BLAIR: We have with us here to speak in 
suppert ef the brief Mr. J. Malcelm Bredie, the managing 
directer ef the Great West Ceal Cempany at Branden. 
Associated with him in the presentation is Mr. Crawford 
M. Themsen ef Winnipeg, the vice-president and managing 
director ef the Maniteba and Saskatchewan Coal Cempany, 
Limited; and Mr. R. L. Weed, the manager ef the Old 
Mac Coal Company Limited in that area. 

We appreciate this oppertunity to make this 
submission te the Commission. As you have peinted eut 
we have made an appearance before the Royal Commission 
investigating coal, but the submissions we are making 
here are related to preblems of transpertatien more than 
the prebjems ef coal. 

Before calling my witness, I would like te 
emphasize that we are not making this submissien in 
any spirit of antagonism or cententien against the rail- 
ways or against the preducers of ether forms of fuel or 


energy, but we are making them in the hepe that we can 
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prepese a constructive selutien te the bt tearnd diffi- 
cult if net inseluble preblems, and I may say, Mr. 
Chairman, and net altegether facetiously, that I felt 
rather hepeful listening te my friend Mr. Sinclair 
cress-examining Mr. Aitken: it appeared te me that at 
leng last there was seme recegnition that low value 
commedities must ef necessity receive seme special 


censideration for the making ef rates. 


J. MALCOLM BRODIE, called 


MR. BLAIR: Mr. Chairman, Mr. John Malcelm 
Brodie was bern in Branden and educated in Winnipeg 
and at Queens University and at the University ef 
Maniteba. He served as an efficer during the war in 
the Royal eeediae Navy. He joined the Great West 
Ceal Company in 1945. Between 1950 and 1955 he was 
sales manager ef the company, and since 1955 he has 


been managing directer. 


DIRECT EXAMINATION BY MR, BLAIR: 

| Q. Mr. Bredie, a yeu kindly turn te 
page 1 ef the submission and would yeu direct your 
attentien te paragraph 1 entitled "Intreductien", and 
weuld yeu kindly expand en the matters which are refer- 
red te therein? 

A. Mr. Chairman, gentlemen, yeu will nete 

that the yearly preductien figures are included there 
fer 1951 te 1958, and while they have been fairly 


censtant during that peried, I weuld like to say that 
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Anos oeowre owrane (ae) ae 
in the last eighteen menths the industry has ex- 
périenced a very severe loss in tonnage. We have lest 
te the pulp and paper industry 250,000 actual tens, 
I would like te enlighten you on that: that 250,000 
tons actually should be mere because since lesing it 
these plants have incréased their steam requirements, 
and it weuld new be mere correct te say that that figure 
sheuld be 300,000 tens, Of course, again, these pre- 
duction figurés include lecal sales ef coal te the 
Saskatchewan Pewer Cerperatien. In the last year they 
are using their own coals; we are no longer preducing 
it, and it very definitely has 4 bearing en eur economics 
as far as preductien costs ge. Further to that, we 
have lost another 250,000 from competition from other 
fuels.such as gas and oil in the urban and rural 
Reckrsl and, of course, weather this year is a factor, 
However, I would say quite conservatively that our 
total rail tonnage == and I am speaking of our fiseal 
be in the neighbourhood of 1,450,000 rather than 
2,250,000 tons. in other words, within the last year — 
the industry has lost some, say, 850,000 tons of busi- 
ness. 

Q. Mr, Brodie, directing your attention to 
the second paragraph of the brief entitled "Modern 
Production Technique and Capital Investment", would 
you care to make some comments thereon? 

A. Mr, Chairman and gentlemen, we have 


endeavoured to keép ourselves as up-to-date and as 
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modern as we possibly can be. I think our statements 
prove that. You will notice in the last nine years, 
for the combination of the two companies, we Wate 
spent approximately $5 million. At the present time 
one company is in the process of spending another 

$2 million in the immediate future. 

Q. Is that your company? 

A. That is our company.-- fortunately, 
through the cooperation of the railroads; they are par- 
ticipating in helping us in therezestablishment to even 
become more modern than we are now in order to compete 
against the other fuels. The railways have been Ose 
decent and very kind and, in fact, they are jointly 
putting in the yards and marshalling facilities for 
this new plant at considerable expense to themselves. — 

Q. Perhaps you can tell the Commission why 
it was necessary to construct a new plant and open a 
new mine at this time? 

A. The redbent are twofold: one, we had a 
disastrous fire at one plant, whichds not here any 
longer; and, secondly, the one mine that was remaining, 
the coal reserves had been exhausted. 

Q. Turning to page 2 there is a table having 
to do with coal production in Canada, and some comments 
following? 

A. I think Table 2 speaks for itself. 1 
might point out that in the Winnipeg Free Press a few 
weeks ago we noticed the lignite coal sold for $2 a 


ton, and that is the average selling price at the 
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present time. 

Qe Would you please voumant upon the 
transportation costs of the coal which are dealt with 
in the third paragraph? 

A Well, that is quite significant. Ob- 
viously, the transportation eosts far exceed the f.0.b. 
price mine. I don't think I need elaborate on that. 

Q. I would like you to direct your attention 
to page 3 in the paragraph which deals with your present 
competition from natural gas, and also to the table 
which appears at the end of the brief relating to 
loss of business in the postwar years? 

A. Well, this loss to gas and the paper 
industry, probably, on this year's tonnage, would 
amount to 15 per cent of the total production in that 
reid, 

Q. What does that table at the end of the 
brief represent? Does that represent losses to oil and 
gas, or just oil, in the postwar years? 

A. No, that is both oil and gas. 

Q. How did you make up for the losses, 
which are very substantial, which are described in 
detail in the brief? 

A. We made up Sie losses in the interim 
from the pulp and paper industry which, 'as I say, we 
just lost in the last year again. 

Q. I direct your attention to page 4 of 
the brief which refers to the effect of postwar freight 


rate increases and 1 show you an exhibit which I would 
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like you to describe to the Commission, 

MR. SINCLAIR: Mr. Chairman, my friend was 
good enough to give me certain exhibits yesterday, and 
I informed him that if he introduced them or entered 
them that I would have to object to them being re- 
ceived for a number of reasons, and I gues it this is 
not one of them, 

MR. BLAIR: No, this is not one of them, 
---EXHIBIT NO, 102: Document entitled"Effect of 

| Flat Cents per Ton Increase: 
Compartson of Rates." 

MR. BLAIR: Q. Looking at this exhibit, 
could you describe what it is intended to show to the 
Commission? 

A. It is obvious in the last instance 
there that the percentage increase on lignite has oft 
far in excess of other solid fuels such as Drumheller 
or Michele. 

Q. What is the reason for that very large 
percentage increase on lignite coal as compared to the 
increase on other coals? 

A. The reason is the flat cents per ton 
increase which we have had to accept. 

MR. BLAIR: Mr. Chairman, I was asked by my 
friend Mr. Sinclair to put in a certain exhibit, and I 
am glad to comply with his request. He wished the 
latest financial statement of the Great West Coal 
Company to be filed. 


THE CHAIRMAN: You are filing that? 
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MR. BLAIR: yes. sir. 


---EXHIBIT NO, 103: Annual Report for the year endin 
March 31st, 1959, of the Great 
West Coal Company Limited. 

MR. SINCLAIR: What I asked my friend to do 
was -- and I thought it would be of tremendous interest 
to this Commission to know how successful this company: 
has been under the management of Mr. Brodie -- to 
give us the return on net worth for a number of years. 
| MR. BLAIR: Well, my friend, of course, is 
talking before the witness has had a chance to speak. 
This is exactly what we intended to put in. 

Q. Mr. Brodie, you are familiar with this 
exhibit and with your financial statement, and could 
you in broad terms tell the Commission what this exhibit 
shows in regard to your financial return in the last two 
years? 

A. Well, yes, sir; we have been very success 
ful and we are very proud of the fact we have been 
successful. We are in business to make money, and we 
have made money. Our returns, as Mr. Sinclair asked, 
have been in the neighbourhood of anywhere from eight 
¥e thirteen per cent. I think the fact is very sig- 
nificant that our company alone spent nearly $2 million 
on one machine. We have not disturbed the price of 
our product since 1948 into the industrial market in 
Ontario. We have been able through this to provide 
the railroads with over $6 million worth of revenue 


a year. I think that is about the picture. 
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Q. Speaking as a business man, do you 
anticipate that the losses in tonnage which you have 
experienced this year will have any effect upon your 
profit picture? 

A. Very definitely, and it 1s obvious that 
we are a volume business. It is a low cost product 
and we must have volume. The top 20 per cent is where 
we make our money, and if we lose that, then, we are 
in trouble. 

Q. Mr. Brodie,I direct your attention to 
that part of the brief commencing at page 5 which deals 
with your experience in various freight rate cases? . 

A. Mr. Chairman and gentlemen,we have 
appeared many times before the Board of Transport Com- 
missioners, and in most instances they have said that 
the Board was not able to deal with our problems; they 
were our own, and we had to face up to it, and that they 
were not an economic planning board, and, as a result, 
regardless of what case we put before them, in the end 
we received nothing. 

Q. Directing your attention to page 7, 

Mr, Brodie, will you please read the second and third 
sentences? 

A. well, this is the Board's Judgment: 

"Tt should be noted that the wording of the 

Board's Judgment of December 1957 clearly indi- 
cates that it is not competent to take into 
account those factors which are most important 


in deciding the industry's future. The Board 
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specifically stated that it is not empowered 

to give consideration to the threat of com- 

petition from other fuels which the lignite 


industry is experiencing." 
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Q. Now, Mr. Blair, I direct your attention 
to page 8, and to that section of the brief which is 
entitled: "Lack of Incentive for Quick Negotiation of 
Special Rates," 

A. Well, sir, this is a very unfortunate 
situation, and possibly it has been a combination of 
each -- the railways' fault, and our fault, or one or 
the other. But, regardless of whose fault it is, 
nevertheless this has happened in each instance where 
an agreed charge has been applied. It has been too 
late; the horse is gone and the door is locked, kind 
of business. 

We experienced this at Neepawa, a revenue of 
some forty or fifty odd eee dollars to the railways, 
and again recently at Dryden -- the Dryden Pulp & Paper 
Company, one of our best customers. They LEO cea 
five per cent of our original tonnage for 1958, or 
approximately 10 per cent of our present tonnage. 

At that time we went to the Canadian Pacific 
Railway and said, "Please, gentlemen, we must have an 
agreed charge. We are going to lose this." And, 
prior to asking for this agreed charge, we in effect 
dropped our price 70 cents a ton, That is, from $2 
to’ $1.30 f.0.b.’ mine. Now, we didn't cut the price 
of the product ; we changed the product. We had a by- 
product Through changing to our own markets, changing 
our other customers, we were able to get this coal and 
make it available to the Dryden Pulp & Paper Company in 


order to at least maintain that piece of business. 
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Now, this represents almost $600,000 of 
freight oe the Canadian Pacific Railway. At that time 
they offered us, or offered the Dryden Pulp & Paper | 
Company -- several months later -- they offered them 
24 cents. Well, we lost it to gas,«. Acyeabalater, 
the Canadian Pacific offered the Dryden Pulp & Paper 
Company an agreed charge reduction of $1.03. 

Now, that is very attractive. We are very 
appreciative of that, but unfortunately it is too late. 
These people have spent all this money converting 
their equipment to gas, and they are not very fussy 
about switchingback, because even with the $1103 
the prices are very close. We have 
got gas competing, but had we had that charge at the 
beginning we would still have that coal business and 
the Canadian Pacific would have ind their $650,000 
a year revenue, 

Q. Have you had an opposite experience where 
the railways have acted quickly in order to preserve 
traffic? 

A. We have, in the instance of Fort Frances 
-- that is, the Ontario Minnesota Pulp & Paper Company 
-- another 125 million tons a year. We knew we were 
in competition, not with gas or oil, in this instance; 
we were in competition with American bituminous coal. 
We went to the Canadian National Railways and we said, 
"Please, gentlemen, can yoyhelp us here?" Ina matter 
of days we had an agreed charge and a reduction of 90 


cents a ton, and we are enjoying that business, and the 
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Canadian National Railways are enjoying approximately 
$600,000 worth of freight. 

d MR, BLAIR: Now, Mr. Chairman, I don't think 
that the next exhibit that I am going to put in will be 
contested, but if you refer to ee 9 of our brief, at 
Item No. 8, you will see a heading entitled "U.S. Lignit 
Coal given Preferred Treatment." I would like to 
tender an exhibit entitled "Statement Showing Increases 
Authorized by the Interstate Commerce Commission on 
Anthracite, Bituminous and Lignite Coal in Ex Parte 
DeciSions." 

THE CHAIRMAN: Well, that is a matter of 
record. No opposition to that. 

MR, BLAIR: I am sure there cannot be. 
~--EXHIBIT NO. 104: Statement showing increases 

authorized by the Interstate 
Commerce Commission on 
Anthracite, Bituminous and 
Lignite Coal in Ex Parte 
Decisions. 

MR. BLAIR: Now, Mr Chairman, I turn back to 
page 7, to the “pet of the brief entitled "Equalization 
Proceedings," and I come to these exhibits to which Mr. 
Sinclair referred an his interjection. 

THE CHAIRMAN: Well, are they something bake 
Mr. Blair? | 

MR. BLAIR: Well, they are filed in support 
of the allegation and the statements made in this par- 
ticular paragraph, paragraph (d) on page 7. 

THE CHAIRMAN: Well, are they objected to? 


. BR. BLAIR: Not by anyone except Mr.Sinclair, 
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as far as I can make out. My friend Mr. McDonald did 
not object to it. 

MR. McDONALD: We haven't had a chance to 
check them. We just got them yesterday afternoon. 

THE CHAIRMAN: I don't think they have just 
been prepared recently; have they? 

MR. SINCLAIR: I could possibly state the 
grounds of my objection to them. It is that they 
involve a calculation of the building of the scale 
arising from an agreed charge specifically applicable to 
small towns in Southern Saskatchewan and Southern 
Manitoba operated within a radius of approximately 180 
miles to meet competition from the movement of coal 
from the mines by farmers! own vehicles. From this, 
there is an attempt being made to build a scale operative 
for 700 miles. The same material, in essence,was 
presented to the Board of@italidost Commissioners in 
coal hearings on equalization, and they were refused 
admittance on the basis that they could not take a 
specific, as I understand it, competitive situation 
and from that evolve the scale. 

THE CHAIRMAN: As I understand, it is some- 
thing new, which is not in the brief, and I do not think 
it should be received now. 

MR. BLAIR: Mr. Chairman, the reason I put 
them forward is that in the brief, both in the factual 
part on page 7 and in the recommendations we make, 
the suggestion that among other things the Commission 


in reviewing the whole coal picture might recommend 
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that the rates on coal be rationalized, and this 
exhibit is simply filed as an example of how it might 
be done, Now, it is a non- --- 

THE CHAIRMAN: Well, as I understand it, the 
idea that the exhibit has been known for some time, and 
was used before, but it has not been taken into the 
brief, and it is something new -- I do not think it 
should be received now. 

MR. BLAIR: Well, we are certainly in your 
hands, Mr. Chairman. We are purposely trying to 
shorten our presentation, I had intended, of course, 
to have the witness expand upon these exhibits in the 
same way that he and other witnesses give testimony. 

THE CHAIRMAN: Well, it would have been 
better, Mr. Blair, if the exhibit were going to be 
used, to have had them in the brief as filed so that 
opposing counsel would have had the opportunity of 
going into them, 

MR, SINCLAIR: That is not my objection at 
all, Mr. Chairman. A, understand what is in his 
exhibits completely, I think, and I find no difficulty 
understanding what they say. My objection is much 
more fundamental than that. I say that they should not 
be received because, (a) that it is a matter of rate 
levels that is before the Board; (b) that the basis of 
taking a competitive agreed charge rate and building 
from that a rate scale is improper. 

THE CHAIRMAN: Well, we won't receive them, 


Mr. Blair. 
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MR. BLAIR: Now, Mr. Chairman, I wish to 
direct the attention of the witness to the concluding 
part of the brief, commencing on page 10. 

Q. Mr. Brodie, would you please summarize 
the first recommendation which ocoursy~entibied i 
"Provision for More Complete Assessment of Effects 
of Freight Rate Increases on Individual Shippers"? 

A. Sir, we have found, in appearing before 
the Board of Transport Commissioners, that they could 
not consider any of our difficulties in deciding whether 
or not a general increase should be granted or should 
not be granted when we appeared, I think we have 
proved our point time and time again, but again, in 
each instance, we got no decision from anybody. 

Q. And why is that, Mr. Brodie? Is it 
pecakene sie Board of Transport Commissioners considers 
that your plight is outside their jurisdiction? 

A. That is correct. That is correct. 

Q. Well, Mr. Brodie, turning to page ll, 
would you please tell the Commissioners what you pro- 
pose as an alternative to the present system? 

A. We feel, Mr. Chairman and gentlemen, that 
possibly the Dominion Coal Board could be of assistance 
to both railroads and ourselves in solving some problems 
that we feel are unjust. There is one point I would 
like to make now -- at Wiese time, possibly the 
use of the Dominion Coal Board can be made -- they 
might, with a recommendation and suggestion to the 


railways that they do as the United States Carriers 
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do. They employ in full-time employment combustion 
engineers who are doing nothing but working in conjunc- 
tion with the coal companies obtaining new markets, or 
preventing loss of markets. 

There are things of that nature that possibly 
the Dominion Coal Board could do as well,as I suggest, 
where it is economic, where it is in the sense of 
national interest to maintain coal markets, and that, 
of course, would tie in with the freight rate. 

Q. Mr. Brodie, directing your attention to 
page 11, what function would you envisage for the 
Dominion Coal Board in relation to a general application 


for freight rate increases by the railways? 


A. Of course, that would be entirely up 


to the recommendation of.¥we’ Gen’ Board - We would 
haye.to either prove . ourselves one way or the other. 

Q. What would you say their function is? 
Would it be to determine whether or not you could bear 
an increase? 

A. That is correct. That is correct. 

Qe An objective determination? 

A. yes. 

Q. Mr. Brodie, skipping now to page 13, 
where the recommendation is made that we have more 
flexible! subventions, could youfomment on that? 

A. Well, I think it is only logical that we 
should. There is the instance in the coal industry 
nationally -- I don't know -- the subventions amount 


f 
to somewhere in the neighbourhood of $12 millidn, only 
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this year our subvention on lignite coal into Ontario 
-- that's the only one we have -- amounted to $50,000, 
where three years ago it was $300 and some odd thotisand. 
But the subventions are i saeeinnd at the present 
time. But possibly with subventions both the 
railroads and the coal companies could enjoy moré 
tonnage. 

MR. BLAIR: Mr. Chairman, we have endeavoured 
to present our brief as quickly as we could. I think 
we need hardly say that under the pressure of time I 
have the feeling that perhaps we haven't been able to 
make as full a presentation as we would have liked. 

We tried to aid the Commission. 

THE CHAIRMAN: We appreciate your cooperat- 

tion, wie Rater pedi ba 
MR. BLAIR: And I am sure that the Commis- 
sion will consider it very carefully. 

THE CHAIRMAN: Yes. If we want more infor- 
mation, we will ask you. 

MR. BLAIR: Thank you, Mr. Chairman, 

THE CHAIRMAN: I think we will cut out all 


of the counsel and go right to the railways. 


f ee — = Ede) Si 4 7 
ee Be ace . 7 ee i aes y 
oat mn 7 Ay as : ~ “1 
; a 4 —e oa i oe p< eres J 
A any 


nwoveehas -evad ew , 


; “ ataae a: | oor 


rik Stoo ew 48 CLsledip a8 Yetne seen rome | 


I omtt 20 owsseng sd vebaw adv yea yLbush boom ow 


-bexil eved # biwqw ou ee aolteenoeeng’s Livk es Slant 
-mokeaimmed ¢a9 Bte of bored ow 
~te29q009: Woy oniaee ow MAMET AND aut | 


ak z Z i, y rene — ore ti, ae 7 : ; i » * ¢ no td 
ad ) , i] i I 4 iJ 
_. 


<atninod ond Saais owe ms IobeA +ATAIa , ae 


| 
' 
Uintens.: wry" %i aeblamoo Lfliw sole 
| “TOlnt stom tasw ew If ,eoy : MAMA AND auT 
| | Oy Hes LLlw ow (rotdsm’ 
| ee ted 62M wOY ASHE YATALE .aM 

iis duo tuo. £itw ow sated f :WAMATANS HT. 


-Eyswilex eft o¢ tight og bas Lerawoo edd to 


a er 
arta om Et a Phra sas 


iL: 
tyr Come ae ee 


<eh, sag 7 7 (etesdag 


. ellie lalla 


o¢ side meed t'neved ow agate tent gatiee? odd oved 


i 7” 
SS a 


ANGUS, STONEHOUSE & CO. LTD. 5473 . 
TORONTO. ONTARIO 


SUBMISSION OF GREAT WEST COAL COMPANY 
LIMITED AND ITS SUBSIDIARY COMPANIES 
AND MANITOBA AND SASKATCHEWAN COAL 
COMPANY (LIMITED) 
This submission is made on behalf of Great 
West Coal Company, Limited, and its subsidiaries, Old 
Mac Coal Limited and Westem Dominion Coal Mines Limited 
and Manitoba and Saskatchewan Coal Company (Limited) | 
which produce more than 95% of the coal sold commercially 
from the lignite field in south-easterm Saskatchewan. 
Coal has been produced in this field since 
1890. Underground mining has long since been replaced 
by strip mining. Sinte 1950 the rate of production has 
been fairly constant dt slightly over 2,000,000 tons per 
year. The yearly produetion for the period 1951 to 1958 


is given in the following table; 


Year Production 
1951 2,223,372 
1952 2,188,390 
1953 2,157,612 
1954 2,046,821 
1955 | 2,124,398 
1956 2,341,641 
1957 2,248,012 
1958 2,254,048 


Modern produetion techniques and capital investment: 
These two companies have been able to maintain 
their production in the face of fierce competition from 
other fuels only by the adoption of the most advanced 
methods of strip mining. This has entailed heavy capital 
Gpcnay taster the scale of which is illustrated by the 


following summary for the years 1951 to 1959: 
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Man. and Great 
Year Sask. Coal West Coal 


1951 $ 65,262 > 631,378 


1952 156 , 063 60,588 
1953 62,436 67,000 
1954 89,572 25,050 
1955 16,782 119,278 
1956 448,344 572 ,386 
1957 224,078 165,129 
1958 148 , 782 451,828 
1959 236,684 1,346,115 


$1,508, 003 $3,438,752 


This shows a total expenditure in 9 years of 
$4,946,755. In the case of Manitoba and Saskatchewan 
Goal Compeny (Limited), this represents 150% of the 
present investmnt in the capital stock of the company, 
and, in the case of Great West Coal Company, it represent 
3204. 

The result of this tremendous capital invest- 
ment is that the two companies have been able to achieve 
a high level of efficiency in their operations, which is 
illustrated by the following table comparing production 
per man day and average mine selling prices for coal in 
various regions of Canada (source: Report of the Dominio 
Coal Board 1957-58): 


Tons per Average Selli 
Man Day Price at Mine 


Saskatchewan 25.81 ¢ 2.03 
Alberta strip 14 53 ey ef 
Alberta Mountain 4.90 6.32 
British Columbia 4.16 6.76 
Alberta underground 3.88 7.206 
New Brunswick 3.62 8.22 
Nova Scotia 2245 10.09 


National average 3.80 tons 7.16 
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In the postwar years the two companies have 
experienced the same general inflation of their costs 

Which has prevailed throughout the whole of the Canadian 
economye in particular, they have made nine general 
wage increases to their employees. However, as a result 
of the efficiency which they have attained through 
mechanization, they have managed to maintain the average 
mine price of coal at approximately $2.00 per ton, which 
on the average represents an increase during the whole 
of the postwar period of not more than 10¢ per ton, 

While mine prices have remained fairly constant 
transportation charges have increased drastically and, 
as a result of this, the cost of coal to consumers has 
increased. To illustrate, the increase in transportation 
costs to Winnipeg, our chief mrket, is from $2 630 per 
ton to $3.70 per ton for domestic sizes, or 60.9%, and 
from $2.30 per ton to $3.30 per ton for industrial sizes, 
or 43.54. 

Markets; The natural marke t for Saskatchewan 
lignite extends approximately from the City of Moose Jaw 
on the west to the Lakehead on the east, bounded on the 
south by the United States boundary and on the north by 
the main line of the Canadian Pacific Railway in Sask- 
atchewan extending northward to Dauphin in Manitoba, 
This is the area where, before the application of the 
postwar horizontal freight rate increases, the geograph- 
ical location of the Saskatchewan lignite field made it 
most competitive with other fuels. The Winnipeg area, 
which is the principal market, is only 282 miles from 
the mines. 

There has been a significant change in the 
market pattern of the industry in the postwar years. 


Initially the industry was subjected to competition 
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from fuel oil. The extent ef its losses of major sales 
arg ts to fuel oil is illustrated by the attached table. 
In the cities, in particular, the domestic market for 
house~heating has been lost in substantial part to fuel 
oil amd latterly to natural gas. 

The industry mt the competition of fuel oil 
by the vigorous development of industrial markets with 
the result that its output has remained more or less 
constant for the past ten years. The cultivation of the 
new industrial merket included the financing and education 
of customers in the use of fea techniques and equipment 
to enable lignite /to be utilized to the fullest advantage. 
It also included a vigorous sales effort which resulted 
in the use of lignite coal by pulp and paper plants in 
north-western Ontario. ‘the movement of lignite to these 
plants was assisted by a subvention (not exceeding $1.00 
per ton) paid by the Federal Government. 

More than 60% of the cttrrent market for lignite 
coal is rwauetriel and is extremely vulnerable to the com- 
petition of natural gas. It is a well-known feature of 
the natural gas industry that gas is offered for sale 
initially at low prices for industrial users in order to 
build up volume in a new natural gas pipeline or distribut 

ing sustem. As and when higher priced domestic markets 
are developed, low priced gas ceases to be available for 
industrial users except on an interruptible basis. While, 
over a longer term, it is reasonable to expect the lignite 
industry will not be faced by competition from natural gas 
sold at unduly low prices, it is possible that the lignite 
industry might be destroyed by such competition if it does 
not receive some measure of relief against its uncontrol- 
able transportation costs. The gravity of this competi- 


tion can be appreciated when it is realized that the loss 
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of one pulp and paper mill to natural gas represented 
almost 5% of the tonnage produced by the industry. 

Apart from the maintenance and expansion of 
its industrial market, lignite's best hope for the 
future appears to lie in the expansion and development 
of thermal electric power generating plants in the Win- 
nipeg-Brandon area. Expert studies, such as that of the 
Gordon Commission, agree that the long-term prospects 
for the use of Saskatchewan lignite coal for industrial 
and thermal power generating purposes are hopeful. The 
full development of a market based upon thermal genera- 
tion of electricity is still several years off because 
of an apparent excess of electric power which will be 
built up for several years to come. In addition, natural 
gas is a strong competitor for this market and it can 
only be developed if transportation charges are kept at 
a minimum, 

Burden of Transportation costs; The lignite 
coal industry must be unique in the fact that the value 
of its product (approximately $2.00 at the mine) is con- 
siderably less than the cost of transporting it to one 
of its principal markets ($3.30 per ton for industrial 
and $3.70 per ton for domestic coal at Winnipeg). While 
the industry has striven successfully to hold its own 
costs of production in check, the costs of transporting 
its product to mrket has increased very substantially. 
For example, in 1959 when the industry was experiencing 
the full impact of competition from natural gas, the 
freight rates were increased by 22¢ which is more than 
10% of the mine price of the coal. While the industry 
will continue to strive to maintain efficiency and econony 
in its operations, it my not have the same scope in the 


future for absorbing uncontrollable increases in costs 
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and will be even more vulnerable to the impact of 
increases in its transportation charges. 

Effect of postwar freight rate increases: 
Realizing the importance of transportation costs, which 
as the evidence shows are greater than mine costs, these 
companies have appeared at all hearings resulting from 
the railways' various applications for inereased freight 
rates since the war. We have protested not only the 
application of the increases to the cost of getting our 
product to the point of use, but also the netued by which 
those increases have been applied. 

These increases have applied with particular 
severity to lignite coal because they have been in terms 
of flat cents per ton regardless of the distance moved 
or the value of the product. This has resulted in two 
specific results: 

(a) The geographical advantages which 

these companies should enjoy by reason of 

their proximity to their markets have been 
considerably cut down. We are not seeking 

in this brief to make comparisons with rates 

on Alberta coal which would put us in oppos- 

ition to them, but the point is obvious that 

a 25¢ per ton increase applied on a short 

movement costing a relatively small amount 

of money has much more impact than a 25¢ 

increase applied on a long movement costing 

a relatively large amount of money. The 

compe tition with Alberta coal, for example, 

in the Winnipeg market is generally unim- 

portant and is likely to remain so but the 


effect of the erosion of our geographical 
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2 advantage has hampered the industry in 

3 its contest with fuel oil and natural gas. 

4 (b) The other effect has been the fact 

5 that the principle of "value of service" 

6 Which was recognized in the western rates 

a case of 1914 has been substantially eaten 

3 away. At that time a 10% differential was 

9 established between the bituminous coal and 

i lignite coal. As these flat cents per pound 
increases have been applied to the two types 

of coal the 10% differential has been re- 

2 duced. 

13 

vn Review of industry's experience with postwar 

F freight rate increases; As a result of the numerous 


representations which the industry has made to the Board 
of Transport Commissioners and to the previous Royal Com- 
mission on Transportation, it has the following specific 
18| criticisms and comments to offer on the present method of 


19] adjusting freight rates: 


20 (a) No forum exists for considering 
a1 effects of rate increases on particular 
industries. 
22 See aay ear ee 
The present structure does not appear to 
23 provide any adequate forum for the consider- 
44 ation of the problems of a particular indus- 
25 try like lignite coal or any other industry 
26 Which might be subject to any given period 
oy of time to severe economic pressure. The 
28 following record of this industry's exper- 
29 ijence before the Board of Transport Commis- 
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2 Sioners will bear this out; 

3 (i) Early general rate increases 1948-1952 

4 Between 1947 and 1952 the industry 

5 appeared before the Board in connection 
with all the general applications for 

: freight rate increases made by the railways. 

: The attitude of the Board in these years 

8 was that the problems of one industry could 

9 not properly be considered in connection 

10 with a general application, The industry 

11 was finally advised by the Board to make a 

12 specific complaint against unfair discrim- 

13 ination for the purpose of permitting the 

+4 Board to consider the special problems of 
the lignite industry. 

15 

16 (ii) Special complaint against discrimination 

Ode deat eae, 

17 This special case was brought 

18 before the Board in 1953. After hearing 

19 evidence the Board was driven to the con- 

20 clusion that the representations of the 

a1 coal industry had implications for other 
industries and other railway traffic, such 

C as petroleum. Thus, the Board deferred 

i its decision and suggested that elaborate 

“ studies of the implications of the applica- 

25 tion on other industries would have to be 

26 made. By 1955, that is after a period of 

a7 two years, the case was still undecided 

28 oe and appeared likely to remain so for a 

99 considerable psriod. At that time, the 
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2 coal companies were able by negotiation 

3 with the railways to achieve a modest 

4 reduction in industrial rates to Winnipeg 
5 and Brandon and, as part of the arrange- 

6 ment, agreed to withdraw their complaint 


upon whieh the 1953 hearing had been based. 


(iii) 1956-1957 general rate case 


Not having been successful in a 
special case in having the unique problems 
of the industry considered by the Board of 
Transport Commissioners, the companies, 
when the June 1956 applications for freight 
rate increases were made, were compelled to 
make their case once more on a general appli-~ 
cation. The experience in this case, which 
was not finally decided until December 1957 
and whieh was followed immediately by a 
further application, illustrates the pro- 
blems faced by a single industry in seeking 
relief against freight rate increases from 
the Board of Transport Commissioners. In 
its interim judgment of December 1956, the 
Board refused any special consideration 
for lignite coal. In its final judgment 
dated December 27, 1957, a concession was 
made to the lignite producers, when it 
applied an increase of 6¢ per ton on all 
coal except lignite. The Board's reasons 
for this part of its judgment are quoted 
in full, as follows; 
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"With regard to lignite coal, it 
was submitted in the further argument 
that the Board should give consideration 
to an exception on this article for two 
reasons, one that it is an extremely low 
valued article on which the shippers have 
only been able to raise the selling price 
during the past ten years by 10¢ per ton, 
and second that the industry is facing a 
new condition of serious importance 
owing to the immediate threat of competi- 
tion from natural gas. 

So long as rates are just and reason- 
able in and of themselves, the second 
reason is not one that the Board can take 
into consideration, but we are impressed 
with the argument on the first point, i.e., 
the value of service. This commodity is an 
article upon which the Board itself in the 
western rates case of 1914 prescribed rates 
10 per cent lower than on Alberta coal. 
This base has been disturbed over the years 
by applying the same increases to lignite 
coal as to higher valued bituminous, sub- 
bituminous and anthracite coal. We believe 
the point has been reached where a differ- 
ence in treatment of lignite coal versus 
other types of coal should be restored. 

The Board considers, therefore, that 
no further increase should be made at this 


time in the normal rates on lignite coal, 
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1 

2 but that the increase of 18 cents per 

3 ton already premitted should be allowed 

4 to stand. We are not, of course, dealing 
with competitive rates; it is within the 

; discretion of the railways to increase 

‘ competitive rates on lignite coal at any 

q tim aceording to their own judgment, 

8 subject, of course, to the maximum of 

9 whatever normal rate may exist from time 

10 to time." 

Subsequently, any advantage which 

12 this judgment might have conferred upon 

13 the lignite operators was cancelled be- 

14 cause the cabinet disallowed the general 

15 increase which the judgment had permitted. 

16 it should be noted that the wording of the 

7 Board's judgment of December 1957 clearly 
indicates that it is not competent to take 

i into account those factors which are most 

i important in deciding the industry's future. 

20 


The Board specifically stated that it was 
not empowered to give consideration to the 
threat of competition from other fuels 
which the lignite industry is experiencing. 
The only basis upon which it could give 
relief to a particular industry was some 
internal consideration of the reasonable- 
ness of rates and for this io niae the 
important principle of “value of service" 
was employed. This restricted basis for 


judgment on the effects of rates on the 
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lignite or other industries appears 
pre judicial to them and is not in the 


public interest. 


(iv) 1958 general rate case 

The next application for increase 
by the railways occurred in the fall of 

under 

1958 when, Ahreat of strike, they applied 
for permission to increase rates in order 
to provide for increased wage claims. The 
urgency of the application ruled out any 
proper consideration of the position of 
special shippers such as those of lignite 
coal and although representations were 
made they were not acted upon and the Board 
specifically decided not to grant the in- 
dustry the slignt concession which it had 


determined was proper in 1957. 


(b) Equalization proceedings 
The lignite industry also made representations 


at separate equalization hearings held by the Board 
in June of 1958 on the specific subject of coal. 

No judgment has yet been handed down by the Board. 
At this hearing, the lignite industry suggested 
that an attempt be made to rationalize the overall 
freight rates on coal to reduce them to a level 
which appeared to be compensatory for the railways 
asia which seemd to bear some proper historical 
relationship to previously existing rates. For 

the purpose of this submission, the lignite in- 


dustry suggested that the coal rates be affixed 


iebie at setes : eee ot ao retusa mt 
- seate fo 6g oW Sednosoat tot ebivong et 
Yan dire belux sto ttssiiges axis to rome wa 
. Bolt ieg adt to 10 iv ete beaoo ‘teqorg 
ofiigil toesodt es. dove: wteqaiae ipioeqe 
eres snottstaesetget iewort Ie dan Isos 
beg oat bar dea Setes gon stew yerit, eben . es 
=i eit fers oO? tom bebiow’ Ul iso ttioega let 
Bad #1 ok chew adiee somes tiptis emt yttewd 


oO re 


bias ick at: law boaturer ob 


Iovel &@ ot mad? eoubet of [860 a getet tdgiext - 
eyeviier edt xot yrotagmequos ed of berseggs dot dw | * 
fscttotain wqoty aires teed of bexess dotdw Sas : 
“ol westss aniteixe viese tvesy ‘ot qidaao 19 Let 
“at etteait edt _f0 bee tude eld to exoazsg ett 


bexitte ed eetat Leoo eat: “se bovaeagin citeus 
| ) oehody 


: jai 
Sieitstace eng er. ebam oats exbeaaies ettagts edt et 
reos sXt Yd Sed eyaitsed aoitent tevpe. etsisqen ts hos 
.isee to toetdva otttoegs edt:uo B8CL to exet at lex 
 basot edi yd awob bobaed nood tsy ead #4 eorg Bot on 1 
betsegane yetewbat “etioa ti ett. »aiteed etdt ¢A = 
Listevo ott ettienottas of ebem of tqmesvte on tedt i= 
yee 


| 
| 
| 
| 
| 
| 
| 


29 


30 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 5485 


at approximately 6% of the Class 100 rate. it 
should be mentioned that one purpose in making 
this particular submission was to avoid conten- 
tion with ather elemnts in the coal industry 
Which was exaggerated when it was found that the 
most obvious basis for obtaining relief for the 


lignite industry is the value of service principle. 


(ec) Low costs of shipment not properly considered 


One major defect in the system of adjudicating 
by the Board of Transport Commissioners is that no 
regard appears to be had to the cost of operation. 
The evidence which has been given on previous 
occasions has indicated that this is a movement 
over low density lines with easy grades with long 
trains and for much of the operation without term- 
inal charges at the mine or at the consuming end. 
Also, long large trains up to 50 cars and more are 
hauled at one tim. The fact that this traffic 
is one of high tonnage, high car loadings (averag- 
ing nearly 50 tons per car for all classifications 
and nearer 60 tons fer industrial shipments) with 
a quick turnaround and maximum car usage, also 
increases the profitability of the traffic. In 
1956 Canada yearbook shows the overall Canadian 
average of revenue per train mile as $11.43. 

Since rates have increased since then, it may 
possibly be now of the order of $14.00. Based 
on the Winnipeg freight rate for industrial coal 
of $3.30 per ton and a 2,500-ton train, which is 


not exceptional but rather on the small side, the 


vt a ee ee Se ne a an a eS A ET oR a 


-olatoning eoivres ‘to dominic oe ee 


griteoi but be. to aceuial oe “a : seats rob ae ase 


edt re waea siderite co arabs ae 


( 


om cast pt atenolee tomeo taogenes? to breod edt yd 
fottexeqo ta tea9 out oF baat ed oF aTeOnae St83 9T 
evolve Fete) mews geod att io) se eonebive ef 
tnetevor Bs et etdt tet eorentsas ead ecolasooo 


gaol dtlw eebsery yese wiw geatl ytteneb wol tevo- 


~mret tuodtiw noitstsqo edt to doum toi bas satené 


~bae iLinR Oo edt 35 TO eile ent ts gents fo fant 


ete: erom Bas arse. Oe ot qu sitet? eyael gaol ,oelé 
ekrtatt etd ¢edt toat ed? .antt ene te) bolaed 
~gateve) Saatheol tao dgtd ,egetmot tgtd to emo at 
enoitsoltiees fo [fs tet sho Seq anot 6@ ylisem gat 
itiw (etrengiide Jolutewbnt % eset 03 ceusem bap 
oxis’. 93880 to mumixem bas bobopentst dolup s 

£2 ,orttect Jed to prtiideditexg edt eesaetont 
npibencd { Lerevoe of? @uore doodrecy abaned o2eL 
fs, fig. ab ely niet? teg aumevet To egeaters 

yam vi ,medt eonie Demsotont eved setat eoaté 


beret .00.af$ to rebgo ay To wom ed yidlseog | 


inoo Lettéaubat. tot tet sigtert geqhnal® ed? 20 
et dotdw .aiseit Sot-00R 8 a ha ane OE OEWEF TS 
oft :,ebia Ifente odt no tet 


= . 7 
ee _ 


< 
ANGUS, STONEHOUSE & CO. LTD. 5486 
TORONTO, ONTARIO 


return per train mile is $29.25 so that it would 
appear to be a very remunerative traffic, even 
at the industrial freight rate. 
(da) Lack of incentive for quick negotiations 

of special rates 

In the absence of satisfaction from the Board 
of Transport Commissioners, the industry has nego- 
tiated directly with the railways for more realis- 
tic rates. There is no doubt that the railways 
are now more amenable than they were earlier to 
negotiation for specific rates to pre serve traffic 
for coal. Several agreed charges have been nego- 
tiated, as for example, the 1955 reduction in the 
rate on industrial sizes to Winnipeg, Brandon and 
Regina: the 1959 agreed charge for the supply of 
coal to the Brandon Thermal Generation Station 
‘of The Manitoba Hydro-Electric Board; and the 1959 
special rate to Ormiston, Saskatchewan, However, 
these negotiations have been disappointing and 
unsatisfactory, because there does not seem to be 
any real pressure on the railways to alter rates, 
and an apparent reluctance on their part to recog- 
nize the existenee of the competitive situation, 
until the traffic has been lost. There are two 
particular examples of this. The first is the 
Neepawa Salt Company at Neepawa, Manitoba, as 
evidenced by the attached copy of a letter from 
that company dated September 21, 1956. After the 
plant had converted to oil, a 40¢ a ton reduction 
in freight was made, too late to save the traffic, 


and it was not possible to regain it. Secondly, 
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there is the case of the Dryden Pulp and Paper 
Co. at Dryden, Ontario. When the railways were 
first advised that this traffie of more than 
125,000 tons per year were endangered by the 
competition of natural gas and required a re- 
duction of the order of a $1.00 per ton to main- 
tain it, they were stubborn in insisting that 
they could only offer a reduction of $.24 per 
ton. After the pulp and paper mill ua gone to 
the expense of converting its equipment to natural 
gas the railways offered an agreed charge reducing 
their rate by $1.03 per ton. There are other in- 
stances of the railways offering to reduee rates 
too late to save the traffic. 
Industry has had small benefit from 
Subventions and subsidies 
The only movements of lignite coal entitled 
to subvention are those passing over the Manitoba-Ontario 
boundary. The Dominion Coal Board report for 1957-58 
shows that of a total Saskatchewan lignite production of 
approximately 2,200,000 tons, a subvention was paid on 
only 336,489 tons. The subvention amounted to $299,462 
er an average of 89¢ per ton. The scale of subvention 
is small compared to the national average in the same year 
when 3,300,000 tons of coal were subject to subvention in 
the amount of $8,320,000 or an average of $2.77 per ton. 
In the following year the average figure was raised to 
$3.15 per ton. Since a substantial part of the industry's 
market in Northem Ontario has been lost to natural gas, 
it can hardly expect to benefit through subvention on the 


shipment of more than 110,000 to 120,000 tons per year. 
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The industry was also denied the advantage of 
3 the subsidy provided by the Freight Rates Reduction Act 
4 of 1959. 


U. S. lignite cdal given preferred treatment 


The Inter-State Commerce Commission has, since 


7 1947, held down increases on lignite coal to approx- 


(oe) 


imately one-half tl increases on bituminous and other 


types of coal. The general acceptance of this pattern 


\o 


10 is indicated by the following extract from the judgment 
of the I1.C.C,. dated May 7, 1956, where it is stated: 


11 
12 "In prior general increase proceedings Lignite 
13 has been subjected to percentage increases and 
14 hold-downs approximately one-half of that on 
15 bituminous coal, and there is no reason for any 
fe different treatment in this faba inital 
17 Recommendations 
18 (a) Provisions for more complete assessment 
of effects of freight rate increases on 
19 individual shippers tale 
oa The experience of the lignite industry 
shows that the Board of Transport Commissioners 
a as presently constituted cannot give proper 
a consideration to the special problems created 
23 for individual shippers by general freight 
24 rate increases. Where such increases have the 
25 effect of imperilling the markets of shippers 
6 at the expense of competing products, the Board 
97 has held, as it did in its judgment of December 
27, 1957, that it could not consider such a 
i difficulty in deciding whether or not to grant 
29 
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a general increase requested by the railways. 
Earlier the Board concluded in the ease of 
the 1953 application of the lignite producers 
for a general review of their freight rates 
that its jurisdiction to conduct a review was 
dubious when it was based upon an application 
by way of a generalized co;plaint against 
discrimination. Moreover, the Board found 
difficulty in dealing with such an application 
on a limited basis when it considered that it 
impinged upon the activities and products of 
other shippers. It would thus appear that, 
en general applications for freight rate 
increases, the Board finds itself limited to 
a study of the proof of the railways! claim 
for an increase which will not be denied if 
the proposed rates are found in the words of 
the judgment of December 27, 1957, "just and 
reasonable in and of themselves." Likewise, 
in considering particular complaints the Board 
is confined to the review of the classic type 
of discrimination in relation. to particular 
movements and is not equipped to review the 
general problems of an industry. 

It would, therefore, appear that there 
is a serious gap in th jurisdiction of the 
Board of Transport Commissioners which renders 
it impossible for the Board to assess fully 
and fairly the effect of proposed freight rate 
increases on particular shippers. While the 


Board has said, on oceasion, that its function 
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1 

Z is to consider applications in regard to 

s particular freight rates and not act as an 

4 economic planning board, it must be admitted 

5 that its deliberate policy of refusing to 

consider the effect of rate increases on 
particular industries makes its decisions as 

j effective, in the economical sense, as if 

they had proceeded upon the basis that the 

9 Board was attempting to adjudicate be tween 

10 conflicting economic interests. In the case 

11 of the lignite industry, for example, the 

12 failure of the Board to take into account 

13 the disadwantage which the industry suffers 

14 in relation to natural gas as a result of 
freight rate increases has inevitably con- 

. ferred an advantage on natural gas at the 

16 


expense of the lignite coal moved by rail- 
ways. Where an industry is placed in a 
perilous position, it is submitted that its 
fate should be decided only after a full and 
fair assessment of all implications of a 
proposed freight rate increase either by the 
Board of Transport Commissioners or some 
other competent tribunal and not simply by 
the refusal of the Board to consider its 
difficulties. 

While we believe that all shippers should 
be entitled to have some assessment made of 
the overall implications of freight rate in- 
creases, on their mirkets and economic prospects, 


it is submitted that this proposition applies 
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with particular force to the coal industry. 

So far as lignite coal is concemed, the 
transportation charge is the largest single 
element in its selling expense. Moreover, 

the industry has for many years been a 
specific concern of national policy. The 
Parliament of Canada has by legislation 
declared the policy of maintaining the coal 
industry in some reasonable state of economic 
health and has created the Dominion Coal Board 
as an instrument for achieving this purpose. 
It would seem entirely contrary to the national 
interest to permit an industry, which has been 
the subject of such special concern, t@ be 
placed in real jeopardy because no proper 
Machinery exists for considering how and to 
what extent it is endangered by successive 


freight rate increases and how the effect of 


these increases might be mitigated. 

As an alternative to the Board of Trans- 
port Commissioners itself assessing the broad 
effect of freight rate increases on the lignite 


coal industry, it is suggested that use might 


be made of the Dominion Coal Board. In the 
event of any future applications for general 
freight rate increases affecting lignite coal 
(and other forms of coal) it is respectfully 
submitted that such application should be 
referred by the Board of Transport Commissioners 
to the Dominion Coal Board for an objective 


assessment of their effects on the various 
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1 

2 
sectors of ths coal industry. It is to be 

: expected that the Dominion Coal Board could, 

; after proper study, determine to what extent, 

5 if any, the proposed inereases might imperil 

6 the markets of lignite coal in relation to 

7 its chief competitors, natural gas or fuel oil. 

8 If the Dominion Coal Board were to find, in 

9 any particular application, that the increase 

ms would substantially impair its market, it 
would not be unreasonable to expect that the 

is Board of Transport Commissioners would find 

i it difficult to recommend any material increase, 

13 Such an inerease would clearly be self-defeating 

14 in the sense that the railways would destroy 

15 the source of revenue from mavement of coal by 

16 any undue increase in its selling price. 

17 Where, in an appropriate case, the Board af 

13 Transport Commissioners found that it was 
essential to grant the increase requested by 

i the railways, notwithstanding its effects upon 

a the coal industry, some special provision for 

21 the application of subvention, as more fully 

22 developed below, would arise. 

23 


(b) Emphasis on negotiation of agreed charges 
24 am similar rates to meet specifie market 
situati ons 


25 

ss The recent history of the relations be- 
tween the railways and the lignite industry 

. indicates that there has been much more readi- 

= ness on the part of the railways to recognize 

29 
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1 

2 
the special problems of this industry and 

; to cooperate in the establishment of agreed 

i charges and special rates to enable the move- 

5 : ment of eoal to continue. 

6 This attitude is much appreciated by the 

7 lignite industry. The industry contends 

8 that in most instances the railways have even 

9 more to lose than itself from the loss of 

i particular markets because the transportation 
charge in general exceeds the returm of the 

. companies at the mine. Thus, in a unique 

i" sense the railways and the industry have a 

se mutual interest in preserving present markets 

14 of the industry against the strenuous attacks 

15 of other forms of fuel which are now being 

16 made upon them . 

17 The secret of success in negotiating 

13 agreed charges and other similar arrangements 
is that they must be established in time to 

prevent the loss of markets. The evidence is 

clear that it is too late to institute a low 

oo rate after the customer has converted to some 

22 other form of fuel. The costs of reconversion 

23 and the inconvenience are, generally speaking, 

24 so great that once a market is lost it is 

25 almost impossible to recover. 

- It seems not improper to suggest that 
some assistance might be afforded to the in- 

zs dustry and to the railways either by the Board 

as of Transport Commissioners or the Dominion 

29 
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Coal Board in fully assessing the extent to 
which particular markets are endangered by 

the threat of low priced competing fuels. To 
preserve valuable railway traffic, the railways 
should be encouraged to enter into agreed 
charges and other similar types of reduced 
rates when the loss of markets is threatened 
and not wait until the loss actually occurs. 
Where particular agreed charges and reduced 
rates can be demonstrated to be necessary to 
preserve markets and at the same time are 
inadequate to provide a proper return for rail- 
W&YS, this type of cooperative action with the 
Dominion Coal Board should make it possible to 


provide for subventions in appropriate cases. 


\ 


(c) Possible review of general level of 
rates on lignite coal 


There are a number of reasons which make 
it entirely appropriate for the lignite industr 
to request some form of differential treatment 
which would give it lower rates than those pre- 
vailing for other parts of the coal industry. 
Such differential is justified historically by 
the policy established by the Wester Rates 
Case of 1914. It is justified by the "value 
of service" principle which gives recognition 
to the low valve of the commodity in relation 
to its transportation charge. It is justified 
by the special consideration shown to lignite 
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coal by the Inter-State Commerce Commission 

of the United States in all postwar general 
freight rate increases where the increases 

on lignite have been held down to 50% of the 
increases on other types of coal. It would 
also appear to be justified because the rail- 
ways! costs in servicing the lignite industry 
are, it is considered, substantially lower 
than for comparable movements. There are 
virtually no terminal charges, the traffic 
moves over easy routes, old equipment can be 
used, there is a quick turn-around and frequent- 
ly unloading by train-load lots. All these 
considerations justify a lower rate on lignite 
coal than that which applies to higher grades 
ef coal. 

On the other hand, it is not the wish of 
the lignite operators at this crucial stage in 
the history of the Canadian coal industry to 
suggest any course of action which might appear 
to place other hard-pressed elements of the 
coal industry at a disadvantage. If this Com- 
mission, or any other Commission, were to feel 
that the continuance of differential treatment 
favouring lignite coal was in the public inter- 
est, it would be respectfully suggested that 
such differential treatment should be accorded 
to other coals of a similar, or nearly similar, 
B.T.U. content. The lignite industry is con- 
cerned merely to protect itself against impact 


of freight rate increases and to preserve its 
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1 

2 natural geographic advantage in the important 

3 markets adjacent to its mines, 

4 If it is considered some other method 

3 besides differential treatment should be 

6 accorded to the lignite industry, it is res- 

7 pectfully submitted that it must be based upon 

8 some orderly reassessment of the general freigh 

5 rates presently applieable to the industry and 
based on conditions now existing in western 

a Canada. Whatever orderly progression might 

~ have existed at one time in the lignite freight 

12 rate structure has been destroyed by the 

13 effects of the flat cents per ton increases 

14 Which have been applied to it since the war. 

15 These flat increases applying to relatively 

16 short hauls have also completely distorted the 

7 relationship of lignite rates to other coal 
rates, quite apart from any consideration of 

=i differential treatment. Hence, it is respect- 

vit fully submitted that a proper case is made for 

20 a general revision of lignite and other coal 

21 rates in a method which will reduce them to 

22 appropriate proportions and ensure their devel- 


opment in a logical sequence. For this purpose 
the starting point might well be the develop- 
ment of the lignite coal rate schedule (which 
might be applied to other coals) based upon a 
percentage of the Class 100 rates, such as 6%. 
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(ad) More flexible subventions 

It is the hope of the lignite industry 
that the effect of the foregoing recommenda- 
tions would be to enable the industry in eo- 
operation with the railways to achieve workable 
arrangements which would preserve the industry's 
markets and the railways! revenues without 
recourse to public assistance, There may, 
however, be occasions where it is beyond the 
resources of both the industry and the railways 
to provide prices and rates which will preserve 
important traffic and revenue. Where this 
eccurs, it is submitted that subventions are 
justified, if the Dominion Coal Board is of 
the opinion that the traffic is important 
enough to the general welfare of the lignite 
industry to justify this special measure of 
assistance. 

At all times it must be emphasized that 
the aim of public policy in the postwar years 
has been to preserve the Canadian coal industry 
because it is recognized that in future this 
industry must, of necessity, play an increas- 
ingly important role in the provision of import 
ant role in the provision of important energy 
resources. It appears entirely consistent with 
the broad national policy to propose that the 
Dominion Coal Board be used as an instrumental- 
ity for the purpose of assisting the lignite 
coal industry, the railways and the Board of 


Transport Commissioners to assess the effects 
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of freight rate changes and to adopt measures 
which will preserve the revenue of the lignite 
industry and the railway companies in the face 


of such rate changes. 


Respectfully submitted, 


GREAT WEST COAL COMPANY, LIMITED 


MANITOBA AND SASKATCHEWAN COAL’ 
COMPANY (LIMITED) : 


February, 1960. 
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PLANTS CONVERTED TO OIL AND NEW PLANTS 


WINNIPEG 


Marlborough Hotal 


MacDonald Brother (Aircraft) 


Wall Street C.N.R. 
Renfrew C.P.Re 


Dorchester C.N.R. 


Canada Packers (Canning) 


Westem Gypsum (Steam) 
Gypsum Lime (Kilns) 
Medical Arts Building 
Winnipeg Clinic 

Quinton Dye Works 

New Method Laundry 
Peerless Laundry 
Headingly Gaol 

Scott Cleaners 

Canadian vacifie Airways 
Hilton Brothers 
Manitoba Technical Inst. 
Boyd Building 

Winnipeg Free Press 
City Dairy 

Northern Taxi 

Crescent Creamery 

Perth Dye Works 

St. Boniface Hospital - 


‘Fibre Board Manufacturing 


Supercrete Limited 
Pellisiers Brewery 


Swift Canadian Company 


Lignite 
Lignite 
Lignite 
Lignite 


Lignite 
Lignite 
Lignite 
Ligni te 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Ligni te 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 
Lignite 


Canadian Salt Company (Necepawa)Lignite 


Manitoba Sugar Company Limited Lignite 


TONS 
(Annually) 


3,000 
8,800 
9,600 

23,000 


Lignite & Bit. 45,000 


2,500 
2,400 
1,400 
1,000 
600 
1,500 
1,450 
2,050 
1,950 
700 
450 
1,475 
950 
850 
1,500 
2,000 
400 
4,000 
3,000 
10,000 
2,000 
4,000 
3,000 
15,000 
22,000 


4,000-179,575 


is . Atte uri, as | 
ct gy ato OF cmEING SAIN rae 
emer ae ee | armen 
(yifesans) aie Moris ae 
| 000.8 | ettagia 
003,8 vias it (#tetortA) nedtort brane i ont | 
| etime tt | HH 9 toorte am 
ed tasit Me 7 «8.99. wortaes | 
@ o¢iugia 04.4.0 xervodeme | 
(gainneS) saexesd sheasd 
(aser@) sweryd. a 
(ak) ombt mie 
pat btiwa agtA tot belt ae i 
otal fd sertment i 
exiwoW ed aotatnp 
Yibiuel bodt om. welt | 
yrbavel arelreed - 
fos yigaibsen 
exens ald 1008 
GySW2tA ofttoes astheasd | 
ated ord mot Li | 
tant feoiad cet dot inom i. 
gatbiiwa Seog | 
aeort sort peqinalt | 
. yrtead wey 
txst esedtxom 
etiaght |  “‘YtemseTrd trecaerd 
ettaghi | OW od sir0et 
ediaahs istiqueH esextiaed te : 
odinatt galas ostuaalt breed melt 
etimtd betes ot oxoneg ue ae 
et ical I | 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 5500 


TONS 
(Annually) 


Brought forward 333,575 
MOOSE JAW 
Robin Hood Flour Mills Lignite 5,000 


Providence Hospital Lignite 5,000 
Grant Hall Hotel Lignite 2,000 
Brunswick Hotel Lignite 500 
Empress Hotel Lignite 500 
Harwood Hotel Lignite 500 


Moose Jaw General Hosp. Lignite 4,000 
Saskatchewan Co-op Crea,Lignite 1,000 


Hughes Building Lignite 500 
St. Josephis College Lignite 500 
Capital Theatre Lignite 500 
Moose Jaw Steam Laundry Lignite 500 


National Light & Power Lignite 50,000 


Public Schools Lignite 5,000 

Colle giates Lignite 2,000 717,500 
YORK TON 

Yorkton General Hospital-Lignite 5,000 
BRANDON 


Hospital for Mental 
Diseases Lignite 12,000 


Brandon Packers Lignite 3, 000 15,000 
431,075 
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1 
: Brought forward 431,075 
3 NEW PLANTS TO OIL = WINNIPEG 
4 Displacing 
Tons 
5 Annually 
Canadian General Electrie 2,000 
: Ford Motor Assembly 1,000 
General Motors Limited 2, 500 
Goodrich Tire Company 350 
Goodyear Tire 1,000 
Gutta Percha Tire 300 
International Harvester 700 
Manitoba Tele phone ~ 2,500 
Marshall Wells 4,000 
MacLeods Limited 1,250 
Security Storage 2,500 
Westinghouse Limited 2,000 
Mall Clinic _ 400 _ 20,500 
451,575 


RECENT LOSSES TO OIL 
University of Manitoba 8,000 


INDUSTRIAL LOSSES TO GAS 
Ontario & Minmesota Paper Co.,Kenora 125,000 


Dryden Pulp & Paper Co., Dryden 125,000 
Sask. Mental Hospital, Weyburn 15,000 265,900 
Saskatchewan Power Corp!n,Estevan 340,000 


Total loss (to which mist be 
added domestie and semi~ 
Industrial loss, total unknown) 
1,064,575 
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THE CANADIAN SALT COMPANY LIMITED 
Our File: 458 


NEEPAWA, Manitoba, _ 

21st September, 1956 
Great West Coal Company Limited, 
BRANDON, Manitoba. 


Attention; J. M. Brodie, 


Managing Director. 


Dear Mr. Brodie; 

Acknowledging yours of September 17th. 

This will confirm my statement to you in 1953, 
at which time we decided to convert the Neepawa power 
plant to oil burning equipment. "Had we been assured 
of the 40¢ per ton reduction in delivered cost of coal, 
we would not have been able to justify the switch te 
oil burning." 

I trust you will be successful in your appeal 
to the Board of Transport re revision in freight rates 
in western Canada. 

Yours very truly, 


THE CANADIAN SALT COMPANY LIMITED 


H. Ayres, 
Production Manager, 


Western Operations. 
HA: YW 


PAGE 5515 follows. 
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| CROSS-EXAMINATION BY MR. McDONALD: 

Q. Mr. Brodie, page 4, paragraph 5. Do 
you take the position, as I understand it, that you 
are not in favour of the increases in rates per 100 
pounds? 

A. hat is correct. 

Q. Or rates per ton. If increases were 
necessary, would you. favipur percentage increases? 

A. No, I don't think we would, We would 
favour possibly a percentage per ton mile basis, yes. 

Q. A percentage per ton mile?. 

A. Yes. 

Q » What you mean is a gradual percentage 
increase? 

A. Yes, that is correct. 

Q. I just wanted to get clear what you wanted 
there. And, on page 8, (c), dealing again with the 
rates. I-refer you to the Waybill Analysis of 1958 
at page 18, item 305. It shows therebituminous coal. 
I notice they do not list lignite coal. Is lignite 
included in bituminous? 

A. BO, GLP. 

Qe it is not? 

A. No, sir. 

Q. I don't see anything in the Waybill 
referring to lignite? 

A. I don't think you will find anything in - 
lignite in there, as I recall it. 


Q. But that is the only reference I see to 
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anything similar there, There is anthracite, bituminous 
coal and coke, 

Then, among the purchasers which you sels 
you showed the Saskatchewan Power Corporation at Eesevent 

A. Yes, sir. 

Q. Freight rates did not come into that? 

A. No, they don't but it seriously affects 
our ability to keep pusohewus down and keep our coal 
competitive with other fields. That is the point I 
am making -- its economic value to you as well as to 
ourselves, because if we are not efficient you are 
going to suffer, 

Q. But you did not lose that one on account 
of freight rates? 

A. No, sir. 

MR. McDONALD: I don't think I have anything 
else, thank you, 


THE CHAIRMAN: Mr. Sinclair?2 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Mr. Brodie, the same answer would apply | 
to the loss of the tonnage at Weyburn, that you show on 
the second page of your table. That is Saskatchewan 
Mental Hospital, Weyburn. And the same answer would 
apply that you gave to my friend Mr. McDonald concerning 
the loss at --- 

A. No -=- well, yes. The plant went to gas. 

Q. Yes, but freight menace not the factor 
at Weyburn? ©». 
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Q. How far is Weyburn from the mine? 

A. About eighty rail miles. 

Q. Now, specifically, Mr. Brodie, you would 
agree with me that the Saskatchewan Power --- 

THE WITNESS: Excuse me, that is 62 miles, Mr. 
Sinclair. 

MR. SINCLAIR: Q. You would agree, Mr. 
Brodie, that the Saskatchewan Power Corporation is about 
one-third of your total of these pages and about one- 
quarter is involved in the two movements you show to 
the paper plants at Kenora and Dryden? 

A. yes. 

Qo You made a quite of emphasis about this 
Dryden matter and I thought, Mr. Brodie, that you might 
have done so, so I have checked the records that we 
er on this, and I want to put this before you, and you 
can tell me if you agree with it. And this is 
specifically referred to by you as one of the specific 
instances to support your statement on page 8 that 
the associations that you have had with the railways 
have been disappointing and unsatisfactory because there 
does not seem to be any real pressure on the railways 
to alter rates, and an apparent reluctance on their part 
to recognize the existence of the competitive situation, 


until the traffic has been lost, 
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Now, Mr. Brodie, I am instructed from the 
information on file that I referred to, that over two 
years prior to your company drawing to our attention the 
possibility of a conversion at Dryden, and that the 
Canadian Pacific discussed this situation with the 
Dryden plant and also with the freight traffic people 
and action was started by the railway to see if the 
tonnage could be saved, did you know shat? 

A. Mr. Sinclair, I wouldn't want to embarras 
you on this point. 

Q. I have been reading the file. 

A. I would rather not answer that question. 

Q. You wouldn't like to answer? 

MR. BLAIR: If my friend wishes to give 
evidence, perhaps he could just give it. and not ask my 
witness to comment on it. 

MR. SINCLAIR: I think this is an in- 
portant matter, Mr. Chairman, and I received this brief 
last Friday and I got the file out, and this is the 
only way I know how to do it. 

THE CHAIRMAN: It may be important, but we 
are dealing with principles as you know here, Mr.Sinclai 

MR. SINCLAIR: Yes, I know you are dealing 
with principles, sir, but you also received evidence 
on a number of matters, and there is some evidence 
that I think we would like to get to the bottom of, 
seeing it has been received by the Commission, because 
that is one of the purposes of the Commission. 


THE CHAIRMAN: Apparently there was some 
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quarrel between the Canadian Pacific Railway and the 
Great West Coal Company, and we are quite concerned 
with that. 

MR. SINCLAIR: Oh, let me not have any mis- 
conceptions; there was no quarrel between the Great 
West Coal Company and the railway, except the quarrels 
that naturally arose in doing business with a hard 
bargainer like Mr. Brodie. 

THE CHAIRMAN: In any event, there is some- 
thing Lor you $0 deal with on one side or the other. 

MR, SINCLAIR: Then, it may be if the Commis - 
sion doesn't want to have this matter dealt with this 
morning, they say it is an individual case and they 
are only going to deal with principles, let me ask Mr. 
Brodie just one more question. 

Q. I understand, Mr. Brodie, that abowreae 
standing the numerous negotiations that have been taking 
place between Mr. Wing of Sis Byzea paper Company, as 
I think its name is, and the railway, that he says the 
gas was delivered to fitih SO ehéep yy that there was 
nothing anybody could do about getting it? 

| A. No. 

Q. That is not right? 

A. That is not correct. I would say this: 
we are on an even-Stephen par with gas at the present 
time. In fact, we know where you can get an engineer 
to work on the figures and it works out at approximately 
the same price that they are paying for gas. Our 


coal is laying down an agreed charge -- as offered it 
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was $1.03 and went down to just short of 34 cents, 
They are buying interruptible gas at 34 cents and our 
price works out slightly below that, but the fact is 
this, that we never have charged it, we have never 
been in there fast enough to stop this, and as to Fort 
Frances why didn't they switch to American bituminous 
which was avajlable at the same time and competitive 
at Fort Frances? 

Q. Would you agree with the Commission that 
there was an agreement between the Canadian Pacific and 
the Dryden Paper Company that an agreed charge was 
negotiated before gas went in there, that it was sent 
to the Dryden Paper Company, and after they received 
it they telephoned and said that because of some special 
arrangement with the gas people they were not going to 
sign it and asked if the railway would relieve them of 
their obligation? 

Ae You might just as well offer that for 
nothing as 24 cents a ton. The point you are making 
there is that you have a problem with drivers, yes, 
but under that economy that only comprises 10 per cent 
of the total tonnage. 

Q. I am instructed that notwithatanding 
all the negotiations that have taken place, the gas 
company are still negotiating to see if they can hold 
the business, and the railway is still negotiating with 
the industry to see if it can hold the business? 

A. I think that if we pull together that 


by 1962 or 1963 we will both be successful in supplying 
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the coal once again. 

"Gk I eertwi my: hope sO, and we don't need 
this Commission to help us to be successful on getting 
the contract? 

A. I don't think so. 

Q. But on the other hand, Mr. Brodie, in you 
Exhibit 103, I think that we should not be too pessimis- 

_tic about the lignite industry at all because it has 
a great future; on that you will agree? 

A. I certainly hope so. 

Q. In this Exhibit 103, which was issued by 
your company on May 26th, 1959, I find this, that your 
directors are of he Sptaion that if there is a temporary 
reduction in lignite markets, this low cost efficient 
fuel will reestablish itself as an important energy 
resource in the area it serves, and you certainly 
agree with that? 

A. L-do. 

Q. The other one I mentioned was Kenora, and 
I am instructed that the Canadian Pacific is actively 
working with M&O to see if some of the difficulties on 
that one can be resolved, and that involves something 
other than rates, too; would you agree with that? 

A. That it did involve something more than 
rates, but it doesn't any longer. We have been waiting 
now, Mr. Sinclair, three months to get some suggestion 
put across to the pulp and paper companies. They 
don't know which way is up, and they don't know whether 


they will give an agreed charge similar to Dryden or not, 
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and there has been nothing done, 

Q. My file says there have been discussions 
between the Canadian Pacific and the Dryden Paper -Compan 
on a number of occasions in the last month? 

A. It must have been the last few days. 

Q. No, in the last month, a number of times. 
This is another place where I think that cooperation 
between the industry, the coal company and the railway 
to preserve tonnage is the best way of getting at the 
solution, do you not agree? Now, the only airficulty 
that is clearly apparent to me, Mr. Brodie, and that 
goes to the fundamental suggestion that you make of 
| bringing in the Dominion Coal Board, is this: what do 
you think the petroleum industry's reaction to such | 
a suggestion would be? 

A. They are a separate thing and have 
nothing to do with the coal business. 

Q. Do you think that would not cause a great 
deal of trouble if it was decided that the Dominion 
Coal Board, which is devoted to coal production, was 
going to deal with the effect of increases and take 
some action in regard to that, but actually wouldn't 
hear the story of the bituminous industry? 

A. They have had an opportunity over the — 
last twenty-five years to do this. If they ook a 
dim view of it, they should have done it a long time 
ago. The coal port is losing millions and millions 
of dollars, and perhaps our company was fortunate in. 


not being able to obtain a loan for a million dollars. 
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Q. I said, if it came down to rate matters 
and the Dominion Coal Board, and then if costs went up 
and they found that the lignite industry couldn't ad's 
it, there is only one source which you ee of, and 
that would be subsidies? 

A. That is right, that is the wish of the 
federal government. 

Q. And what I am saying to you is in this 
situation what do you think your competitors the petro- 
leum industry would think of that? 

A. I don't know what they would think, and 
frankly, I couldn't care less. 

Q. Now, Mr. Brodie, we will certainly 
agree, will we not, that the Board of Transport 
Commissioners should not be the economic planning 
board for Canada? 

A. Right. 

Q. And you would agree with me, Mr. Brodie, 
would you, that if rates were fixed on a commodity at 
about 4 per cent on Class 100, and that commodity was 
very much more valuable than coal, something should be 
done about bringing the revenues for the movement of 
that commodity into line with the rest of the rate 
structure? 

A. I don't think I would go along with you 
on that, no. 

Q. the wouldn't; why not? 

A. I keep referring to our own industry 


where we have a low priced commodity and high volume 
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business; it is vastly different to say a high priced 
commodity with low volume, 

Q. SO, we have in relation to coal a los 
priced commodity of big volume --- 

MR. BLAIR: In the interests of saving time, 
if my friend has a specific question perhaps Mr. Brodie 
could answer it. He is here representing --- 

THE CHAIRMAN: You mean, he names the 
commodities? 

MR. BLAIR: Yes. He is not the rate maker, 

MR. SINCLAIR: I just want to get his reactio 
as a man that, although he may not be a rate maker, he 
has had a enue deal of success in making rates. He 
is not a rate maker. 

MR. BLAIR: I hope you put the word "success" 
in italics. 

MR, SINCLAIR: Q. Grain is more valuable 
per ton than coal? It is not? 

MR. BLAIR: Does he know that? 

MR. SINCLAIR: Q-. You don't know the value 
of grain per ton very well. You are in the coal 
business and you stay in the coal business? 

As That is right. 

Q. And that is where you want me to leave 
you? 

A. Yes, 

Q. Thank you. 


THE CHAIRMAN: Any questions, Mr. Balch? 
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BY COMMISSIONER BALCH: 

Qe On page 2 it shows the rate reductions 
in Saskatchewan and the movement in Nova Scotia; would 
that be the same kind of mining? 

A. No, sir, there is some strip mining in 
Nova Scotia, but this figure represents underground 
mining so there is no comparison. 

Q. Saskatchewan would be underground? 

A. No. 

Q. That is strip mining? 

A. * Yes. 

Q. Now, the selling price at the mine, would 
that be the same coal? That wouldn't be the same coal? 

A. No, sir. 

Q. Lignite in Saskatchewan? 

A. If it was compared annually it would 
represent about 70 per cent of the heat value of Nova 


| 
Scotia coal. 


BY COMMISSIONER MANN: 

Q. I have one question, On page 9 you say, 
"The industry was also denied the advantage of the 
subsidy provided by the Freight Rates Reduction Act 
or 1959." Why was that? 

A. That was an Act of Parliament. 


Q. And were you specifically exempted by 


the Act? 
A. No, we had a judgment given in our favour,| 


but Parliament wiped it out and we still had to accept 
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the increase of 22 cents a ton, 
COMMISSIONER MANN: Thank you, 
COMMISSIONER PLATT: I just want to add a 
word of congratulation to anyone who can keep costs 
down to the 1948 levels, and I hope you continue to 
have success in this regard. 

THE WITNESS: Thank you, sir. 

MR, BLAIR: May I have your permission to 
ask a question in re-examination? 

THE CHAIRMAN: Yes, surely. 

MR. BLAIR: I just want to elaborate on the 
answer given to the question asked by Mr. Mann, the 
reason that we were not given the benefit of the subsidy 
provided in 1959 was that that subsidy only applied to 
the percentage increases on class and commodity rates, 


and our rates were increased by a flat cents per ton. 


RE-DIRECT EXAMINATION BY MR, BLAIR: 

| Q. Mr. Brodie, dealing with thp question 
which Mr. Sinclair asked on agreed charges, oie having 
in mind the recommendations which we have made in this 
brief for a more orderly method of negotiating agreed 
charges, could you explain to the Commission whether 
you as a shipper are a participant in fhe negotiations 
between the railways and the customer for the agreed 
charge? 

A. No, we are not, but naturally we are 

just as interested in this performance as anybody, and 


in that instance we have needled the railways into 


trying to get them in there in time --- 
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THE CHAIRMAN: You would encourage them? 

THE WITNESS: Yes, we encourage. 

MR. BLAIR: Q. And perhaps -- not to put 
words in the witness! mouth -- is it not a large part 
of this Commission -- that we are inviting this Com- 
mission to look at the method under which agreed charge 
are negotiated, and asking them to consider methods 
of encouraging quick negotiations on agreed charges? 

A. yes. 

Q. Is that not the case? 

A.‘ That is the case, 

Q. Now, one further question. Mr. Sinclai 
has referred to the fact that your financial statement 
refers to a rather bright future for the coal industry 
some years hence, but can you survive to enjoy that 
future if you don't maintain your tonnage? 

A. That is the problem which we have pointe 
out time and time again, both to the Board of Transport 
Commissioners and Royal Commissions and other Commis- 
sions, that while we have been healthy in the past, 

we can see ourselves coming into a storm, and if we 

are going to weather the storm we will need some 
assistance very definitely, and that unless we go 

right under, why, by 1962 to 1965 I think, in my 
opinion, we will be back on our feet again. 

THE CHAIRMAN: Thank you. Mr. Doherty? 
MR. DOHERTY: I have no questions, sir. 

THE CHAIRMAN: Are you ready with your next 


witness, Mr. Tallis? 
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MR. TALLIS: We are here and ready to pro- 
ceed, Mr. Chairman. 

THE CHAIRMAN: Yes, Mr. Tallis. 

MR. TALLIS: Thank you, Mr. Chairman and 
members of the Commission. I am appearing here as 
counsel for the Saskatchewan Farmers Union, and I 
realize that you are under pressure for time, and I am 
going to make very few opening comments. 

First of all, I would like to say that with 
permission of this Commission the witness Mr. Gleave 
will delete certain portions of the brief when he is 
reading it, but that we want those sections to be 
treated as having been read into the record. 

THE CHAIRMAN: That can be done, 

MR. TALLIS: If that will be approved by you, 
Mr. Chairman, and the paragraphs which we propose to 
delete -- perhaps you would like me to give them to 
you now? 

THE CHAIRMAN: We can get them as we go 
along. 

MR. TALLIS: Then, directing your attention, 
Mr. Chairman and members of the Commission, to the 
submission of the Saskatchewan Farmers Union, I would 
like to make this one point clear, The witness will 
be reading this submission on behalf of the Saskatchewan 
Farmers Union as a farmer and, as such, an endeavour 
is being made to put forward the feeling of this 
Association more or less at a grass roots level. 


Mr. Gleave comes here as a farmer, not as an 
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economist, not as a man representing Wiwei ees tle 
learned in freight rate structures, and I hope that 
approach will be taken when he is giving his evidence 
and being cross-examined, 

I would like to call Mr. Gleave now, Mr. 
Chairman, as a witness, and I would like to examine him 
in chief on a few preliminary matters. 


THE CHAIRMAN: Granted, 


ALFRED P. GLEAVE, called 


DIRECT EXAMINATION BY MR, GLEAVE: 

Q. Your name is Alfred Gleave? 

A. Yes. 

Q. And at the present time you live in 
Saskatoon, Saskatchewan? 

A. That is right. 

Q. How old are you, Mr. Gleave? 

A. Forty-eight. 

Q. And you are president of the Saskatchewan 
Farmers Union? | | 

A. That is right. 

Q. How long have you held that position 
as president of the Saskatchewan Farmers Union? 

A. Two years. I amrow in the third year. 

Q. And apart from being president of the 
Saskatchewan Farmers Union, what is your active oecu- 
pation? 

A. > 1 am a farmer, 


Q. And I believe you have farmed in the 
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9 Biggar district in the Province of Saskatchewan? 

3 A. Yes. 

4 Qe How long have you been farming in the 
5| Biggar district? 


6 Ke Ever since 1938. 
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Q. How many acres do you farm? 

A. Fifteen hundred, approximately. 

Q. What type of farming do you engage in? 
A. It is mainly grain, with some grass seed 


and some livestock. 


Q. And dealing a listbie with your background 
where were you born? 

A. In Ontario, 

Q. When did you come to Saskatchewan? 

A. In 1918, 

Q. Was your father a farmer Gy occupation? 

A. Yes. 

Q. I take it that you were raised on your 
father's farm? 

A. Yes. 

Q. Have you farmed in other districts be- 
sides the Biggar district in the Province eer aweke. 
van? 

A. Well, I had operated some land at 
Goldersley for a period of some years. 

Q@. You don't farm there now? 

A. No, 

Q. Dealing with the Saskatchewan Farmers 
Union, besides holding the office of president of this 
Association, what other offices, if any, have you 
occupied in farming organizations? 

A. I am a director of the Canadian Federa- 
tion of Agriculture as well as being on some advisory 


committees. 
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Q. Can you specify the advisory committees 
you are serving on at the present time? 

A. Well, the Canadian Wheat Bogue; 

Q. ppbilat becoming president of the 
Saskatchewan Farmers Union did you actively participate 
UV Ania particular organization? 

A. Yes, as a member and as an official at 
the local level, and director. 

Qe What offices did you hold, if any, prior 
to becoming president? 

A. Director of a district. 

Q. Dealing with the Saskatchewan Farmers 
Union -- you have made reference to the districts, and 
so on -- can you tell this Commission whether or not 
there is any organization of the Saskatchewan Farmers 
Union at the local level? 

A. yes; briefly, you have the locals, 
and then the district organizations, and then the 
provincial. 

Q. Could you amplify that, starting at the 
bottom, at the local level, and build up? 

A. The local is simply an association of 
farmers who meet on occasion and who elect from them- 
selves certain officials -- secretary, president and 
so on, -- a local association for their own advantage. 

Q. And coming up from the local, what is 
the next step in the order? 

A. You have a subdistrict organization, and 


then a district organization of which there are seventee 
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in the province, 

Q. There are seventeen district organizations 
in the province of Saskatchewan? 

A. That is right, and at that level the local 
select officials. 

THE CHAIRMAN: Do they coincide with the 
Wheat Pool districts? 

THE WITNESS: Yes, but we have added one on; 
we have one more than the wheat pool. We had to be a 
little bit different, let us say. 

MR, TALLIS: Q. From the district level 
which you have explained, what is the next step in the 
ladder? 

A. Well, you have your annual convention of 
delegates from the locals and representatives from the 
local areas, and at this level you elect your officials 
whose job it is to carry forwatd the policy. 

| Qe And, as I understand it, the last annual 
general meeting of this Association was held in Weceuber 
19597 

A. yes, 

Q. Was the question of Crow's Nest Pass 
Rates placed on the agenda of that meeting? 

A. Yes, it was there, 

Q. Dealing for a moment with your own per- 
sonal activities in relation to the Association,as 
president do you keep in touch to the best of your 
ability with the various locals? 


A. Yes; as locals meet they will send 
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resolutions e $o tire-office stating the opinion of 
that group. We will ‘go to district functions or 
local meetings and tell them what we are doing, and they 
will tell us what their opinions are -- a two-way 
street, 

Q. Do you spend considerable time in this 
work, in your office as president? 

Ant Wear 

Q. With those preliminary questions, Mr, 
Chairman and members of the Commission, I will now 
ask this witness to turn to the submission and brief 
of the Saskatchewan Farmers Union, Would you commence 


reading the same, please? 
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A. The Saskatchewan Farmers' Union is a 
non-political organization incorporated under the laws 
of the Province of Saskatchewan, _ Originally, this 
Association was known as the United Farmers of Canada, 
Saskatchewan Section, Limited, but in 1950 the 
Association becaip known as the Saskatchewan Farmers! 
Union. This esesieeL de is open to Afmbership to all 
farmers in the province of Saskatchewan, and, at present, 
has a membership of 12,500 farm families, 

The Saskatchewan Farmers! Union welcomes this 
opportunity to make submissions to this Royal Commis- 
sion on Transportation because of the vital interest 
which its members have in the matters now under esudy. 

The members of this Association are primary 
producers, being engaged in various branches of 
agriculture in the province of Saskatchewan, The 
question of freight rates has always been one of im- 
portance because it affects the livelihood of each of 
our members. The interest of our organization is, by 
no means, confined to only Crow's Nest Pass Grain 
Rates. Many of our members: produce and sell agri- 
cultural products which are not affected by the Crow's 
Nest Pass Grain Rates. Furthermore, they are also 
consumers of a vast number of products which are 
shipped from other parts of Canada and the United 
States to the Prairies, and the price of which appears 
to be directly affected by any increase in freight 
rate . 


At the Annual Meeting of the Saskatchewan 
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Farmers' Union held in Saskatoon, Saskatchewan, during 

the first week of December, A.D. 1959, a resolution was 
passed unanimously by the delegates, instructing the 
Executive to make representations to this Royal Commis- 
sion on Transportation, expressing "unalterable opposi- 
tion to any change in the statutory Crow's Nest Pass 
Freight Rates on Western Grain." 7 

It appears to ths Saskatchewan Farmers! Union 
that the Crow's Nest Pass Grain Rates have been attacked, 
in particular, by the Canadian Pacifie Railway and the 
Canadian National Railways as an inequity in the freight 
rate structure, with the result that other shippers are 
saddled with a burden because of these so-called low 

rates on Western grain moving to export points. The 
INIembe rs of the Saskatchewan Farmers! Union take strong 
exception to this approach because it completely ignores 
the historic national approach to railway rates on the 
movement of one of Canada'ts most vital export commodities, 
namely, grain and grain products. 

The members of this Association also believe 
that this approach cau iaceie ignores other material 
aspects of our Canadian economy. 

It is respectfully submitted that the question 
of the Crow's Nest Pass Grain Rates cannot, and should not} 
be divorced from their origins and historical background, 
Reference to this historical background is, in view of the 
Saskatchewan Farmers! Union, indispensable to an under- 
standing of the present day economic cireumstances and 
problems, and particularly in relation to the primary 
producer. To overlook the National Policy during the 
development of our nation, and in particular, of the 
prairie region, would, it is submitted, be an erroneous 


approach. 
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As the members of the Saskatchewan Farmers! 
| Union understand it, the construction of the Canadian 
Pacific Railway, particularly the transcontinental line, 
was one of the central features of the National Policy 
of the Government of Canada during the latter part of 
the Nineteenth Century. The rate concessions made by 
the Canadian Pacific Railway in accordance with the Grow! 
Nest Pass Agreement were specific to a particular region 
to particular commodities and to particular movements of 
these commodities. The Agreement did not require or aim 
at a general lowering of rates on all traffic. The re- 
ductions on East-bound traffie were limited to grain and 
flour moving to Fort William and be yond. These reduction 
it is submitted, were designed to improve the competit- 
ive export position of the staple product of the prairies 
and thus encouraged economic activity, without which our 
prairie region could not have been developed. 

On the other hand, the reductions on West=- 
bound traffic applied to certain commodities, particular-~ 
ly agricultural implements and building supplies, moving 
from Eastern points to the West and involved the dual 
purpose of providing the Westem settlers with cheaper 
capital of equipment and of assuring that the maximum 
possible proportion of this equipment should be supplied 
by Eastern Canadien factories and carried to the West 
over Canadian railways. These Crow's Nest rate reduc- 
tions were directed to the furtherance of economic de~ 
velopment in the prairie region and towards the linking 
of that development with our Eastern economy. 

The Saskatchewan Farm rs! Union does not think 
that the Crow!s Nest Pass Agreement can be looked upon in| 
isolation, but submits that it must be considered as 


merely a further step in the implementation of the 
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National Policy of our country. 

The Canadian Pacific Railway was, it is sub- 
mitted, designed to play an important function with refer- 
enee to the National Policy. The National Policy was 
directed toward unification of the British North American 
Colonies on a national basis. The prairie region was con- 
sidered quite a vast and an important part of these Colon- 
ies. Accordingly, a transcontinental railway would be 
essential to carry out this purpose, particularly in view 
of the prospect of American expansion northward and west- 
ward. 

Our forefatlers undoubtedly saw the importance 
of inter-provincial trade to solve economic difficulties 
in various regions. The Canadian Pacific Railway was 
accordingly one of the foremost instruments created for 
the futherance of this purpose. 

The members of this Association feel that we 
should not be unmindful of the imposing list of material 
benefits which were extended to the Canadian Pacifie Rail- 
way Company at the time of its #rganization in 1881. It 
is submitted that these benefits were extended by the | 
Canadian Parliament on behalf of the Canadian people to 
this Company. 

The basic subsidy comprised $25 million dollars 
and 25 million acres of land. The utmost care was taken 
to assure that the land should be of good quality. The 
Company was not to be required to accept any land that was 

"not fairly fit for settlement." 
The Company was also granted the lands necessary 
for main and branch lias and for its stations, station- 
yards, freight yards, work shops, docks and other struc- 
tures. According to the ‘contract, the Government of 


Ganada was required to complete the Lake Superior and 
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Western sections of the railway, and convey them, upon 
completion, to the Company, without cost. The Selkirk 
to Emerson branch, constructed by the Government, and 
already in operation by 1881, was included in this Grant. 
The amount of line involved was 713 miles and we believe 
that the cost of this line was later placed at $37,785, 
320.00, according to the findings set forth in the report 
of the Royal Commission to enquire into railways and 
transportation in Canada (Ottawa, 1917) Page XVI. 
Furthermore, a number of other concessions were 
made to the Company. The Government agreed to admit free 
of duty, all steel rails and a wide variety of other 
materials necessary for the construction of the railway 
and of a telegraph line in connection therewith. All 
telegraphic apparatus required for the first equipment 
of the telegraph line was also to be free of duty. The 
Government agreed to a wide measure of tax exemption, 
Section 16 of the contract provided that; 
"The Canadian Pacific Railway, and all stations 
and station grounds, workshops, buildings, 
yards and other property, rolling stock and 
appurtenances required and used for the con- 
struction and working thereof, and the capital 
stock of the Company, shall be forever free 
from taxation by the Dominion, or by any 
Province hereafter to be established, or by 
any Municipal Corporation therein; and the 
lands of the Company, in the North-West 
Territories, until they are either sold or 
oceupied, shall also be free from such tax- 
ation for 20 years after the grant thereof 
from the Crown." 


Section 15 of the contract (later commonly known as the 
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monopoly elause) prohibited for twenty years the con- 
struction of any line of railway to the south of the 
Canadian Pacifie Railway except for any line which might 
run south-west or to the west of sowth-west and not with- 
in fifteen miles of the international boundary. 

Along with the more specifically pecuniary 
benefits extended to the Canadian Pacific Railway Company, 
there went a generous measure of permission. Among other 
things, the Company was permitted to construct and opera 
branch lines and to engage in navigation of inland waters 
and on the high seas. In a final blanket clause (Sec. 4 
ef the Articles of Association) the Company was granted 
%o91] the franchises and powers necessary and useful" to 
enable it to accomplish its purposes. 

The Saskatchewan Farmers! Union mentions this 
wealth of patronage and privilege extended to the Canad 
Pacific Railway at the time of its organization to suppart 
the contention that this railway is clearly removed from 
the category of ordinary private enterprise railway com~ 
panies. The purposes which rendered this organization 
necessary were national purposes of extraordinary im- 
portance. 

The fact that the construction of the Canadian 
Pacific Railway was to secure the territories north of 
the 49th parallel of latitude from the head of the Lakes 
to the Pacific Ocean, against the practical certainty of 
American occupation, cannot be overlooked, because, it 
is submitted, this involved a modification to a certain 
extent of the original plans for this railway. 

When it became apparent that the development 
of the vast mineral wealth of British Columbia would 
play a vital role in our economy, both our Gove rnie nt 


and the Canadian Pacific Railway realized that it was 


anes ett waned: \vaews se -ulkasi  (eewefe x. 


~ ii cl = 
is ) — Ear 
aif to devoa eds Sd wwwlley oneal ws to aol tert 
sl oa, roe) 
 Saepka fotde onit yas 0% tgeoxe yews, , it to. + ae -_ 


hol 


oe 
na 0. 

| -aitiw ave bas teewnii goa. te taow eat rel pone 
ie +Trsbaed ena! ism wetmt exit 29 cette mee #2 
$ 

| 

| 

t 


ee 
+> 


Ay 
vee lipases wi <ageenweme ota 6d | at hw gaol od i 


i 

Xeiegod yewiteh of tiesd salhis@e edt oF bebnesxe agit antec 
. . | t 

LO SINS RIOT eaeg a tnew or a 


“1, 
4: 


eistew iasiat to scotteptven at epa@age of bas ments aaiornt i* 


‘tease metomA 86 6.aolesimnte 


sieqgo fas tourtaces of bettinzeq ssw yeaqeed exit epatat 


>} .o68) eevele setneld Lent? # oF .asee did edd: nobus jt 


Sind 


Setsete -eew Yasamod ett (ao etfooesgA To aeloleza emt re |i 
OF "intea bas yuseeeoen., BLOmedg Sas ee nid next edt its | 
eehoqimg sit dakiemoe on of rL- eldend 


elas anotianen cela’ legental sewedo? edase eat ip eine 


a ee ee ee nee eee eee 


ssbietxe egelivixg Sas epsaeuteag to diisew | 


a | 


\tegqgus of adivssinegno ati to auit ed? te yewltsh elttesd 


sort Sbevomer yilusels ei ¥ sieinntial std? tgedyv mxoistaelacs. emit 


“m0 Yowilet ee ii¢tetae eteviag Pieathte to vtoxetss ont 


Holtexisegze zidt beusiaet dotdw semeqieg exT “oOleee 


1 


| 

“ai Yiackhitosrtxe to seeoqusg isiolt ae elow Yisesesen 
| s 0onet tog 
. 


fisihaieS edt to sottorstanes edd fadt tost ef? 
{ 


te déion sektotiuiet edd smog of sea¥ yewited oftiosd 
eeisd edt to Seed edt mont ehat Hel te feliersa ates edt 


_ te yataties ([soitoenq ef? tentege s&ee00 ofttosT odd ot \- 


Pa. 
$i ,.@es B6ed .betooltere of deunze .Molitsqza0e nots each Za 


7 * 
q 


aisites s o¢ aottestthiem 6 beviovat ald best kmdae, ap hel 


b 


-Uswitss eid wi eaeiq lealgtze eit to taets a | 
FF 
 tmemqolsveb edt tag daotsg¢s emnang 2h oem “i | 


v 
—— 7 - m) 7 a - 
Bivew stdmafed He tt ing to at is ‘econtm das . 
f, on ia my, " ; oe 
i i: teemmievoD a0 aia ones fox Istiv a 
| sll 


< 
ANGUS, STONEHOUSE & CO. LTD. dD4L . 
TORONTO, ONTARIO 


very important to gain control of an important segment 
of Canadian territory lying close to the American 
Boundary, and obviously endowed with a measure of econ- 
omic promise. The Canadian Pacific Railway itself 
recognized the desirability of a rail line linking the 
Kootenay with the main line of the Canadian Pacific 
Railway by way of the Crow's Nest Pass. 

The Ganadian Parliament also recognized the 
importance of such a line and this gave rise to the 
Crow!s Nest Pass Agreement. It is respectfully submitted 
that the federal govemment passed the Crow's Nest Pass 
Act and entered into the corresponding agreement with the 
Canadien Pacific Railway to accomplish the following 
objectives: 

1. The more rapid development of the 

highly promising mining area of 
southern British Columbia; 

2, The effective integration of this 
area into the Canadian economy in 
defiance of geographic facts and 
despite American designs; 

3. The enlargement of the prairies and 
inter~mountain markets for Kastern 
manufacturers through the provision 
ef lower freight rates on the Western 
movement of certain important products; 

4, The stimulation of agricultural settle- 
ment and general economic expansion 
in the prairie regions by means of the 
statutory assurance of lower rates on 
grain and on inward movement of capital 
equipment and 


5. The acceptance by the Canadian Pacific 
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Railway of the principle of governmental rate control 
in the national interest. 

However, our organization does not think that 
this Agreement was one~sided because the Canadian Pacific 
Railway derived at least the following advantages: 

1. A subsidy which would pay, aceording to 
the Company's own estimates, upwards of 
one~half the cost of the Crow's Nest Line; 

2. Construction of this line would entitle 
the Company to a large land subsidy in- 
directly from the Province of British 
Columbia ; 

3. The lim would provide an all rail link 
be tween the Company's main line and the 
Kootenay region; and 

4, It would also be possible to forestall 
American economic oceupation of that 
wealthy area and to secure for the 
Canadian Pacific Railway Company, first 
claim upon the traffic benefits to be 
derived from economic development in the 
southern area of British Columbia. 

It is submitted that this Commission should 
bear in mind that the Crow's Nest Pass Agreement ceiling 
on rates has ceased to exist for commodities other than 
grain and flour, Members of this organization feel that 
& very substantial concession has already been made to 
ths railways because of the fact that they have been freed 
from the statutory limitations which placed a ceiling on 
rates on a substantial list of capital goods items moving 
into the prairie regions from Eastern Canada. 

‘The alterations which have been made in the 


Crow's Nest Pass Rates over the years have, by no means, 
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all been in the direction of placing additional burdens 
on the railways, 

In this connection, the Saskatchewan Farmers! 
Union cannot emphasize too strongly the burden which has 
been placed on the primary producers in the prairie 
region by reason of the fact that freight rate increases 
now affect capital goods items moving from the East to 
the West with the result that prices of goods used by 
the primary producers are now directly affected by freigh 

increases. 

Any change in the Crow's Nest rates on grain 
and grain products will only add to the difficulties of 
the Western farmer who is already reeling under the 
effects of the present cost price squeeze. This situa- 
tion is well known, but it is repeated here so that it 
will not be overlooked. 

For some time now, the average farm prices have 
been steadily dropping. One need only refer to the Canad 
Year Book of 1957-58, put out by the Dominion Bureau of 
Statistics, to see how the prices of grain, livestock and 
other items have been declining. One of the most glaring 
examples in this connection has been the price paid to 
primry producers for eggs in recent times. When you 

take into consideration the diminution in the value of 
money, the producers really aren't getting any more, if 
as much, as they did during the grim 30's. 

The recent report of the Royal Commission on 
Price Spreads of Food Products, indicates that during the 
years 1949 to 1958, farm prices tended to decline while 
food prices tended to increase. Although it is not the 
intention of the Saskatchewan Farmers! Union to dwell on 
this point at too great length, it certainly does assist 


us in considering the plight of the primary producers. 
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These differences icacian spreads are fully dealt with 
Report. it should be noted that over the period 1949 to 
1958, farm shares decreased the fastest on wheat into 
bread (45.7%) and wheat into flour (30.2%). 

Furthermore,the repert of this Commission does 
touch on the question of transportation costs to a cer- 
tain extent. ‘the Commission (see Page 14 of Volume lj}, 
dedueted the cash receipts of the Canadian farmers for 
the food parts of the raw materials sold by them, from 
the total expenditures of the Canadian consumers at 

retail on foods of domestie origins, in order to arrive 
at an estimate of the aggregate marketing bill. The 
marketing bill inereased from $900 million in 1949 te 
$2,243 million in 1958. The faym value as a percent of 
retail value declined from 59% to 444. 

fhe Commission estimated that a transportation 
portion of the marketing bill increased from 109 million 
in 1949 to 245 million in 1958. That is, it was more 
than doubled while the volume of food put through the 
marketing system increased by only .one-third. The over- 
all increase in aggregate transportation cost over the 
1949 to 1957 period is attributable mainly to a rise of 
69% in the cost of transportation per unit of farm food 
commodities handled. 

On the other hand, the price of commodities 
end services used by the farmers has been steadily in- 
ereasing. The latest statistics put out by the Dominion 
Bureau of Statistics dealing with the price index numbers 
of commodities and services used by the farmers support 
this content ion. 

The primary producer in the prairie region is 


also in a particularly vulnerable position quite apart 
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from the current cost price squeeze, because of the 
hazards and vagaries of nature. This year is a classical 
example of the difficulty which is encountered from time 
to time. Large areas in this province are in the unfort- 
unate position of having most of the crops under snow. 
Other areas are a little more fortunate in that they 
harvested the grain in either a damp or tough condition. 
However, this means a loss in price per bushel because 

of the condition of the grain and merely piles up the 
aifficulties of the Western farmr. 

With these facts in mind, we cannot agree with 
the submission, woich we understand has been made before 
this Commission, that the Canadian Parliament “indubitably 
terminated" the Crow's Nest Pass Agreement in 194. On 
the contrary, the Saskatchewan Farmers! Unien submits 
that, while the Canadian Parliament did make some major 
concessions to the railways, it atbod steadfast on the 
question of the obligation of the Canadian Pacific Rail- 
way to carry export grain at low rates fixed for all time 

The Saskatchewan Farmers! Union submits that 
there are good reasons for this point of view, and at the 
risk of repetition, submit that this agreement between 
the Canadien Pacific Railway Company and the Canadian 
Government was an extension of an integral part of the 
National Railway Policy, without which the economical and 
political union of Canada could not have become a realit 
In other words, the members of this Association feel that 
we are pert of this vast Dominion and the Canadian Parlia 

ment, and indeed, anyone must surely recognize that we 
are, in a sense, victims of geography. 

The Saskatchewan Farmers? Union also thinks 
that in maintaining these fixed rates on grain and grain 


products, it must be recognized that considerations 
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other than purely economic must have influenced the 
location of the main line of the Canadian Pacific Railway 
Company. After much consideration, the so-called North 
Shore Route was decided upon and it was further concluded 
that this line must be built immediately, without post- 
ponement as urged by many persons both in and out of the 
House of Commons at that time. The national economic and 
political considerations involved in this decision to 
proceed with tle construction of the North Shore Route 
can perhaps be best illustrated by quoting from Sir John 
A. Macdonald when he dealt with an opposition proposal 
which suggested indefinite postponement of the North 
Shore Link: 

"(The proposal is one for) building an 

easy road across the prairies, and so 

connecting with the American system of 

railways, and carrying away the trade of 

the North-West by one or more American 

channels, to the utter ruin of the great 

policy under which the Dominion of Canada 

has been created, and to the utter ruin 

of our hopes of being & great nation, and 

to the ruin of our prospect of getting 

possession of the Pacific trade, and con- 

necting Asis with England by a railway 


passing through the dominions of England. 


“T am proud to say that if our scheme is 
carried out, the steamer landing at Halifax 
will discharge its freight and eee 
upon a British railway, which will go 
thrqugh Quebec, and through Ontario to the 
Far West, on British territory, under the 


British flag, under Canadian laws, and 


Misc 

ae oe 

or) ‘8 : 
i 


fio. ate vias patel ve | 

| Ienegexg acisteoqge nes itt fe teed “i aettw ” DLs 

| dicot ett salehnenon ta oq oa tar ebm svbisine acme 

) 

| | ined vest | 
i es git bttued (0% ‘eno et Leeogotg oan) ne 4“ 

) 

| 

. 


lied baie potsteng ey aeoros beort ‘qnbe. Se Dae Ws vated = 
age) sted aye iO bttiek eats a tw Bitte mace ry 


~v 


Yo obsxd edt qarte - enbyrtee bite | @tewll ox 

ano bveah Sam 16 aio’ wd fa OW tt 10% ert 
teem edt to mive tetdat ost ot ,efenna de’ 
shensd Yo cotetmd@ ely dot Me tobaw yoliog 
nivt tevdy od} of Bae (bersero meed esd 
bas foltsen teeth 8 gated to aeqod azo Yo | | 
gailitte, to veéeqsota tuo th alot emt ot en oa | 
“noo base , batt obtioed edd to solereesog | 
qewlisy 6 yo fire fa ad iw ated aclitoen 
See fgny to atotnimob ont meine atten | et Th 


at omadioe smo TE per wee ot Libis Pig 1", 
xsiilel ge goibmel Tameets edt tro botrtao 
etastgiant bac ¢n@text edt egtedoelS Iflw 
og iftw dot dw (yewliss dalt ing 8 fog. | Pere Ca. 

eit of otsstgo dpcondd baa pedeuy, sauortt | | bane er J 
edt sobas tip oe teow | 


mah: ted ae . 


< 
ANGUS, STONEHOUSE & CO. LTD. 5547 - 
TORONTO, ONTARIO 


without any chance of either the 
immigrant being deluded or seduced 
from his allegience or his proposed 
residence in Canada, or the traffic 
coming from England or from Asia being 
subjected to the possible prahibitory 
or offensive restrietive taxation or 


customs regulations of a foreign power . « » 


"we desire to have the trade kept on our 
own side~-~ that not one of the trains 
that passes over the Canadian Pacific 
Railway will run into the United States 
if we can help it, but may, instead, 
pass through our own country, that we 
may build up Montreal, Quebec, Toronto, 
Halifax and St. John by means of one 
great Canadian line, earrying as much 
traffic as possible by the course of 


trade through our country." 


While the Saskatchewan Farmers! Union agrees 
that this North Shore Route was no doubt indispensable 
to national purposes, we do not think that it was moti- 
vated by purely economic pone de ration. Construction of 
this route was completed at tremendous cost. The Sask~- 
atchewan Farmers! Union does not think that any one will 
seriously quarrel with our submission that this area is 
relatively poor in traffic contribution. As a matter of 
fact, it would appear that the construction problems of 
this North Shore Route were so formidable and its traffic 
prospects so slender, that only a sense of national im~ 


perative could make it appear indispensable or even 


possible. 
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In retaining the Crow's Nest Pass Rates on 
grain and grain products, we do not think that Parlia-~ 
ment overlooked the benefits and concessions arising 
from the Crowts Nest Pass Agreemnt which, we submit, 
have in a large measure, assisted and paved the way for 
the Canadien Pacific Railway becoming a powerful and 
wealthy corporation. 

It is the submission of the Saskatchewan 
Farmers! Union that these are all factors which must be 
kept in mind in dealing with the question of Crow's Nest 
Rates. When one bears in mind the historical background 
ef national economi¢ and political conditions, it is easy 
to see how the Crow's Nest Pass Rates have come to be 
considered and should be considered as the "Settlers! 
Bill of Righte", This Association feels that when the 
packground of the Crow's Nest Pass Rates is carefully 
considered, there is no real equity in the fact that 
export grain rates remain at the level of 1897, while 
othe r class rates have been increased substantially. 

It is significant to note that this matter was 
before a Royal Gommission on Transportation which examin~ 
ed the situation over a period extending from Decenber, 
1948, whem the Commission was appointed, to February, 
1951, when the Commission presented its report. While 
we realize that the report of the Turgeon Commission is 
not, in any way, binding, in this Commission, we feel 
that the position of the primary pee ances in the prairte 
is substantially the same now as it was then, as far as 
the question of transportation is concerned, From the 
economic point of view, the position of the primary 
producers has changed for the worse. 

It is to be noted that the Turgeon Commission 
dealt with a number of questions specifically related to 
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the Crow's Nest Pass Grain Rates, which, in the view of 
the Saskatchewan Farmerst Union, are of importance at the 
present timé,. 

First, this Commission indicated succinctly the 
error of the view that the Crow's Nest Pass Rates consti- 
tute a special and unique concession to producers of one 
region within the Dominion. The position of this Associa 
tion in this regard cannot be stated more clearly than by 
quoting from the report of the Turgeon Commission at Page 
247: j 

"Whatever the price of wheat may be, the 

greater part of the crop has to make the 

long voyage each year to faraway markets. 

And in leaving the Prairies it travels by 

railway; no otler transportation agency 


is available to it. 


“For many years now it has been a recognized 
factor of Canadian transportation policy 
that the hardships arising from our neces~ 
sarily long east-and-west railway haul have 
been tempered along the way by four great 
measures of relief: The Maritime Freight 
Rates Act in the Atlantic Region, the toll- 
free canals in Central Canada, the competi- 
tive transcontinental railway rates at the 
Pacific Coast, and the Crow's Nest Pass 


rates in the Prairies." 


The Turgeon Commission also considered and 
rejected categorically the request that Crow's Nest Pass 
Grain Rates should be made subject to general freight 
rate increases. Once again the Saskatchewan Farmers! 


Union respectfully adopts before this Commission what 
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was said at Page 252 of the Turgeon Commission report: 
"Much time has been taken to consider 
whether it has been established that the 
Crow's Nest Pass rates, hitherto exempt 
from the burden of general freight rate 
increases, should now be made subject to 
them. AS above stated, the removal of 
this exemption is asked principally on 
the ground that it casts an unfair burden 
on shippers of other commodities. This 
argument seems plausible in theory, but 
én examination of all the facts involved 
shows that it is not well founded. It 
is true that the Crow's Nest Pass rates 
are a benefit to th shippers of grain 
and flour in Western Canada. In so far 
as the shippers of other commodities in 
that region are concerned, they do not 
complain of any undue hardship by reason 
of the exemption in question. From all 
that was said before the Commission it 
can be inferred, on the contrary, that 
these shippers would rather continue to 
bear whatever additional increase is 
required in their rates (for instance, 
the difference between 18% and 21%) 
than disturb the immunity of the rates 
on grain and flour. The shippers in the 
Maritimes on the whole, are fairly well 
satisfied with the special treatment they 
enjoy under the Maritime Freight Rates 
Act in its present form, and their repre- 


sentative before the Commission did not 
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"join in the suggestion that the Crow's 
Nest Pass Rates should be affected by 
general freight rate increases. Shippers 
in Central Canada are in such an advant- 
ageous position in comparison with those 

of the West as to mke it clear that they 
require no relief under existing conditions. 
The Railway Association of Canada estimates 
that the railways are losing at least $50 
million annually as a direct result of the 
eompetitive rates which they put into 
effect in order to meet truck competition. 
This mans that without this competition 
the shippers conce med, of whom the great 
majority are in Cantral Canada, would be 
called upon to pay normal rates very much 
higher than those now in force. There is 
nothing in their case that can be called 

a hardship. 


"On the whole, therefore, no justification 
can be found for the statement that the ex- 
emption of the Crow's Nest Pass Rates causes 
an undue burden upon shippers as a whole or 
upon any particular class of shippers. The 
application made for the ir increase based 


upon this argument cannot be entertained," 


It is also to be noted that the Turgeon Com- 
mission considered and rejected emphatically, the sug- 
gestion that the Commission should recommend the repeal 
of the statutory control of Crow!s Nest Pass Rates. The 
Saskatchewan Farmerst Union respectfully adopts what was 


said in this report in this regard at Page 249 to 250; 
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"There remains the question of the railways 
themselves. Is there any reason why they 
should be indemnified against whatever ad- 
ditional burden they may suffer by reason 
of this exception from increases of the 
Crow's Nest Pass rates? It is not easy 

to see what case can be made out for them 
in this respect. if the Crowts Nest Pass 
rates were made subject to general increases 
the ratio of the increases would go down, 
In any case the statement made by the Can~ 
adian Pacifie Railway Company is to the 
effect that 'since 1922 the greater burden 
of the Crowts Nest Pass rates deficiency 
is borne by other shippers.! This state- 
ment implies that there is really not much 
to be said against these rates in respect 


of their effect upon the railways... 


"The conclusion which commends itself to 
the Commission is that the time has not 
come for Parliament to divest itself of 
the immdiate control of these rates 
which it assumed in 1897. Such a time 
may com later with the evolution of this 
country's economic position, but it seems 
certain that it has not yet come in this 
case. Qn the contrary, it would be 
against the national interest at this 
moment, in view of the uncertainties 
which exist in world affairs, and conse- 
quently in world market praspects, to 
subject this great export industry to 


the disturbances which the abandonment 
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of statutory protection would undoubtedly 
eause. This abandonment would mean that 
Parliament no longer looks upon Western 
Canadats production of grain for export 
as an industry requiring special consider- 
ation in the national interest. There is 
no doubt that the effect of such a@ measure 
at this time would be particularly unfort- 


unate... 


"The Commission does not believe that the 
time has come to deal with this great ex- 
port industry without regard to consider- 
ations which the Board cannot apply. If 

it is suggested that in this case Parliament 
might give special directions to the Board, 
the answer is that the result of such a 
procedure would likely prove unsatisfactory. 
So long as planning of any sort is called 
for in regard to these rates it had better 


continue to be done by Parliament itself." 


The Saskatchewan Farmerst Union feels that the 
approach of th major railways to this question of grain 
rates has been lacking in fairness to the primary pro- 
ducers in this province. The fact that the producers of 
grain products nafs We practical alternative when it 
coms to transportation of their produce, appears to have 
resulted in the railways focusing the major portion of 
their attention on this field as an obvious source of 
additional revente. 

If a responsible approach to this matter is 
being taken by the railways, we find it difficult to 


understand woy the railways have picked on the grain 
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rates as the one alleged inequity in the freight rate 
structure end have pitched their full assault onto this 
one point. Members of this Association cannot understand 
why the railways do not willingly deal with the question 
of losses on passenger traffic, branch lines, etc., 
unless it is because of the fact that in those particular 
fields, they face competition from other transportation 
media. 

If increased competition from other sources of 
transportation media is part of the difficulty in these 
various other fields, then the Members of this Associa- 
tion feel that we are entitled to know about it. Ifa 
great deal of remunerative traffic is being lost to 

trucks, it may well be that the truck rates should be 
brought under the jurisdiction of the Board of Transport 
Commissioners. However, so far as we are aware, the 
railways have singied out grain rates for special attack 
and appear to be saying that whatever short of recovering 
full costs of certain other traffie they might be, they 
still want full eosts on grain. 

Needless to say, the Saskatchewan Farmers! 
Union takes strong exception to this type of approach 
to a national problen. 

In passing, the Saskatchewan Farmers! Union 
would like to note that the Canadian Pacific Railway 
Company report as abridged in the April 4, 1959, issue 
of the Financial Post indicates, for example, that the 
Canadian Pacific Railway incurred losses in the opera- 
tion of steamships, airlines and hotels. The report 
further indicates that passenger traffic decreased 
during that year. 

The Saskatchewan Farmers! Union accordingly 
welcomes a full and extensive probe by this Commission 


into the freight rate structures, including data on 
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show that the Crow's Nest Pass Rates have served their 
purpose or are out of date and must accordingly be 
abandoned. 

The Saskatchewan Farmers! Union wonders what 
the attitude of the Canadian Pacific Railway would be if 
the people of Canada, through our Federal Government, had 
tried to reclaim, for example, all the oil and mineral 
rights on the land grants to the Company. 

It has already been pointed out that this 
Association is strongly opposed to any subsidy whatsoever 
being paid to the Canadian Pacific Railway on thge movement 
ef export grain, However, if it is decided that there 
should be a subsidy or compensating reduction in taxes 
as we understand has been suggested before this Commissioy 
the members of the Saskatchewan Farmers! Union take issue 
with the submission of th Canadian Pacific Railway that 
it is to be attributed to the Western farm economy. In 
other words, the suggestion, as the Saskatchewan Farmers! 
Union sees it, is mrely am effort to have any such 
subsidy categorized as a direct hand-out to prairie 
farmers, rather than assistance to the railways. In short 
as the members see it, the railways want the money but 
want the prairie grain growers to take the blame for the 
hand-out in the eyes of the Ganadian public. 

in this regard, the Saskatchewan Farmers! Union 
members feel quite strongly that if the proposal for a 
federal subsidy to the railways, because of an alleged 
loss in carrying export grain is ap proved, there is a 
real danger that the Crow's Nest Pass Rates will subse- 
quently be brought into disrepute in other parts of Canada 
and eventyally strong pressure will be brought to bear 
on the Federal Government to repeal the Agreement. The 


prairie provinces already have to bear a heavier burden 
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“nit freight costs than any other part of Canada and the 
repeal. of fiose Crow's Nest Pass Rates on export grain 
would simply be the last straw to our primary producers, 
Who, aS has already been stated, are having a difficult 
time of it. | 

Merely because the prairie grain growers are 
the victims of our geography and certain decisions made 
years ago with respect, for example, to the route which 
the Canadian Pacific Railway was to follow, should not 
place them in a position of being stigmatized at the 
hand of the railways who are asking for this money. 

It is the submission of the Saskatchewan Far- 
mers' Union that if any subsidy is to be diate dae it 
should be treated as a national subsidy, because the 
movement of prairie grain and grain products is a matter 
which affects the nation and not just one particular 
region. 

Earlier references in this brief indicate that 
these special grain rates were a step in the implementa- 
tion of the National Policy, even though the rates were 
specific to a particular region, to particular commodities 
and to particular movements of those commodities. 

It is the submission of the Saskatchewan Farmers 
Union that the payment of any subsidy to the railways shoul 
not now be viewed without reference to the historic economi 
and political factors from which we cannot escape. 

The Saskatchewan Farmers’ Union firmly believe that 
the Railway Act should be amended so as to specify in very de 
finite terms, that the assets and the earnings of railway con- 


panies in businesses and other investments other than railways, 


Should be taken into account in determining freight rates. 
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In order to make the position of this Associa- 


tion clear, it is submitted that the assets and revenues 
of the various other businesses and investments should 
be taken into account by this Commission in considering 
the question of whether or not any subsidy whatsoever 
should be paid to the Canadian Pacific Railway. 

fo illustrate the views of the members of the 
Saskatchewan Farmrs! Union on this matter, reference is 
made +o the suggestion that has been made, that the Can- 
adian Pacific Railway-owned Canadian Consolidated Mining 
and Smelting Company Limited at Trail, British Columbia, 
was in no way connected with the construction of the 
Crow's Nest Pass line. While it may be argued that the 
interests of the Canadian Pacific Railway in this company 
did not arise directly under the Crow!s Nest Agreement, 
it is submitted that the public assistance given in the 
construction of this line, helped to place the Canadian 
Pacific Railway in a position to take advantage of the 
enormous economic nee a Britich Columbia, by enter- 
ing into other fields, such as mining and smelting. 

The benefits which the Canadian Pacific Railway 
has reaped from its operation of this subsidiary company 
ean be directly limked with public assistance which the 
Ganadian Pacifie Railway received in developing its rail 
line into the interior of British Columbia. 

Furthermore, as our economic development pro- 
gressed, the Canadian Pacific Railway Company has found 
itself the owner of productive mineral properties and has 
through the years, received substantial revenue each year 
in rentals, royalties and, of course, dividends from 
subsidiary operations. All of these factors, it is 
respectfully submitted, should be taken into considera- 
tion. 


The report of the Canadian Pacific Railway 
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Company to its shareholders, which has previously been 
referred to in this submission, indicates that its sub- 
sidiary, the Canadian Pacific 011 and Gas Limited, in- 
eorporated on January 3, 1958, has entered into an Agree- 
ment providing for the sale to Trans-Canada Pipelines 
Limited, of gas to be produced in the Province of Alberta 
This is just another example of the fields which the 
Canadian Pacific Railway has been enabled to enter into. 

As time passes, the Saskatchewan Farmers! Union 
thinks that we can expect that the railways themselves 
will go into fields where they are now facing competition 
From the annual report which the Canadian Pacific Railway 
made as abridged inthe April 4, 1959, issue of the 
Financial Post, it would appear that the Company is 
integrating a trucking service with its operation. 
Apparently, the Canadian Pacific Railway Company has 
acquired control of Smithson Holdings Limited, which 
company, in turn, owns Smiths Transport Limited, Canada's 
largest trucking concem, and a number of related compan- 
ies in the highway transport business. 

The Saskatchewan Farmerst Union submits that 
it is fair to say, that in three-quarters of a century, 
the Canadian Pacific Railway Company has developed into 
a corporate system of great size and extreme complexity. 
It is engaged in a great variety of activities with 
ramifications extending throughout the world. While 
some of these activities may appear to have little rela- 
tion to the operation of the railway system, it is a 
logical inference to make that authority to engage in 
these various activities was granted by Parliament with 
a view to facilitating the operation of the railway 


system. 
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It is submitted that our history shows that 
the Canadian Pacific Railway Company was designed and 
created by the Canadian Parliament as a corporate entity 
with a single national purpose or group of purposes and 
that the Canadian Parliament has, at no time, altered 
its view that the Company has to be regarded and treated 
as such. 

The Saskatchewan Farmers! Union can see no 
logical reason why all the various assets and earnings 
of the Canadian Pacific Railway should not be taken into 
consideration when dealing with the question of freight 
rates. Any claim that the Company, in effect, possesses 
a dual personality, that it embodies within itself a rail 
enterprise and a non-rail enterprise, is categorically 
denied by the Saskatchewan Farmerst Union as an unsound 
assumption when the facts are examined. 

Needless to say, the Saskatchewan Farmers! 
Union is vitally interested in the possibility of | 
achieving more economical and efficient railway trans- 
portation. Freight increases in recent years have been 
an added burden to the lot of the prairie farmer. Due 
to our geographic location, railway transportation will 
always affect our economic position. The Saska tchewan 
Farmers't Union is firmly convinced that the Canadian 
Pacific Railway Company clearly emerges from an histor- 
ical study of Camada as an instrument of National Policy. 
It was projected and created as such an instrument and 
its development to the present day, has, in the main, 
proceeded with the framework of national design. Along 
with Confederation as the constitutional instrument and 
with appropriate land and immigration policies, the 
Pacific Railway constituted an absolute essential for the 


creation of the Canadian nation. American continental 
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imperialism, in full flood after the middle of the 19th 

2 Century, threatened to absorb all British territories 
3| from the Great Lakes to the Pacific Ocean. <A transporta- 
4| tion and communication system which would link the provin-~ 
5|| ces of Canada with the Pacific and which would run exclu- 
Sively through Canadian territory, was indispensible if 
this threat were to be averted. ‘The Canadian Pacific 
Railway Company was incorporated and generously endowed 
by the people of Canada to build a system and to operate 
it in perpetuity. Perpetual operation of the railway 
system, no less than its construction, was a nation 
imperative. 

However, the recent approach of the Canadian 
Pacific Railway Company in its attack on the Crow's Nest 
Pass Rates as being virtually the root of all evil is, 
it is submitted, inconsistent with the position of the 
Canadian Pacific Railway as an instrument of our National 
policy. 

The Saskatchewan Farmers! Union accordingly 


submits that the stage has now been reached where serious 


consideration should be given to the national ization of 
the Canadian Pacific Railway Company. The nationalization 
of this railway is not being advocated merely as an end in 
itself, but as a means to an end. 

in making this submission, it should be pointed 
out that the nationalization of the Canadian Pacific Rail- 
ay could not be considered as a taking over of a company 
built up exclusively by private enterprise. On the con- 
trary, it is submitted that a transcontinental railway of 
this magnitude would have been beyond the capabilities of 
hassisted private capital. A Pacific Railway would either 
ive had to be built by public enterprise or by private 


interests given substantial public support. The latter 
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course was chosen. 

In this regard, it should be noted that the 
Canadian Pacific Railway was not created as an ordinary 
corporation with complete freedom to establish prices 
for its services subject only to the general laws of the 
land. It was not created as an ordinary railway company, 
The legislation was established to give recognition to 
its distinctive character by providing that its rates were 
to be subject to more restrictive control than that pro- 
vided in The Railway Act for railways in general. The 
Company was subsidized through substantial gifts of money, 
land and completed line, md was given additional pecunia 
benefits in the form of tax and duty exemptions and monop- 
oly powers regarding location. The incentives were de- 
Signed to induce the shareholders to undertake the pro ject 
with a reasonable chance of satisfactory conclusion. The 
benefits were of sufficient magnitude to mark the Company 
as the recipient of exceptional public favour to warrant 
its treatment as the bearer of exceptional public obliga- 
tions. 

If the Canadian Pacific Railway Company believes 


that the question of grain rates should be dealt with on a 


| purely economic basis at this time, the nationalization 


of this Company has, in the view of the Saskatchewan 
Farmers! Union, much to eommend it. Nationalization of 
the Canadian Pacific Railway would mean that our railway 
lines could be integrated into one system, managed by the 
public to see that the railway system is operated in 
accordance with the established national policy. 

From the standpoint of economic efficiency, 
we believe that the people of Canada would derive substan- 
tial benefits. In this way, through an integrated railway 


system, managed by the public, the waste of economie 
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resources by the two companies virtually covering the 
same territory in some cases, could be overcome. In 

&@ sense, to a layman, the position of the two railway 
companies at the present time, in certain areas, is not 
much different from that of two milkmen from different 
companies covering the same route. We think that this 
can clearly be categorized as a waste of economic 
resources. 

Furthermore, our history indicates that the 
question of the operation of a transcontinental railway 
system involves much more than just ordinary economic 
considerations. Other social and political factors have always 
been considered in this connection. It is the submission 
of the Saskatchewan Farmers! Union that the nationaliz- 
ation of the Canadian Pacifie Railway would contribute, 
in no small measure, to the attainment of these various 
ends. 

In conclusion, the min submissions of the 
Saskatchewan Farmsrs! Union to this Commission at this 
time can be summarized as follows: 

le. It is unalterably opposed to any 

change in Crow's Nest Pass Rates; 

ee it is opposed to payment of any 
subsidy whatsoever to the Canadian 
Pacific Railway Company; 

3. if any subsidy is to be paid to the 
Canadian Pacific Railway or the 
Canadian National Railway, it should 
be dealt with on a national basis 
and not to be categorized as a hand- 
out to the Westem farmer; 

4. In determining the income of the 


Canadian Pacific Railway, and 
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indeed, any other railway, account 
should be taken of the assets and 
earnings of railway companies in 
businesses and other investments 
other than the operation of railway 
lines; 

The Saskatchewan Farmers! Union 
strongly advocates the nationalization 
of the Canadian Pacific Railway Company 
so that it can be integrated with the 
Canadian National Railway into one 
transportation system, controlled by 
the people of Canada, so that our 
railway system can continue to play 
its proper role as an instrument of 


National Policy. 


(Page 5595 follows) 
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1 

CROSS-EXAMINATION BY MR, COOPER: 
; Q. Mr. Gleave, on reading this brief, the 
; recommendations of the Saskatchewan Farmers' Union 
y and their submissions are clearly set out in paragraph 
; 79, and the arguments which are put forward leading to 
those recommendations are also clearly set out in your 
submission, There are, however, one or two points on 
which I should like to ask you a few questions. 
$e I turn first to page 17, and at the very top 
Pe of the page, in paragraph 46, it says: 
. "If a great deal of remunerative traffic is 
i being lost to trucks, it may well be that truck 
‘ey rates should be brought under the jurisdiction 
i: of the Board of Transport Commissioners." 
16 Is there any set view of the Saskatchewan Farmers' 
7 eee as to control of truck rates, or is that just a 
18 possible suggestion as to what might be done in certain 
19 circumstances? 
20 A. That is just a possible suggestion. We 
01 have no set view on the relationship of truck to rail 
22 traffic. 


Q. At page 19 you state in paragraph 58: 
"It is the submission of the Saskatchewan 
Farmers' Union that if any subsidy is to be 
granted, it should be treated as a national 
subsidy, because the movement of prairie 
grain and grain products is a matter which 
affects the nation and not just one particular 


region," 
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“ ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5596 
TORONTO, ONTARIO (Cooper ) 


I understand there that Lirica dei 58 -- and correct me i 
I am wrong -- that the subsidy to which you refer there 
is, if there is to be, any subsidy, payable with respect 
to Crow's Nest rates? 

A. Bie dior kinbh to be any subsidy paid in respect 
of the need of the railway companies in regard to any 
freight rates. 

Q. The need of the railway company arising 
from what? 

A. From traffic losses due to the fact that 
they are losing money, or, if they should establish 
anything in respect of the Crow's Nest rates. 

Q. Well, you mean traffic losses generally, 
no matter from what cause they may arise? 

A. That is right. 

Q. And the Crow's Nest Rates may be only 
one element in that general picture? 

A. That is right. Our position is that 
as of now we do not know that it has been established 
there is a loss in respect of the Crow's Nest Rates. 

As far as we know this has not been established. 

Q. And if it were established, that would be 
one of the grounds for a subsidy being granted, possibly 
is that the position of the union? 

A. It could be, but what we are pointing out 
in this paragraph is that grain is not only important 
to us as farmers here; it is also important to the 
elevator systems at the head of the lake and people of 


Port Arthur and important to the people in Montreal and 
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“ ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5597 
TORONTO. ONTARIO (Cooper) 
important to the people in Vancouver, and it is impor- 
tant that it arrive there and be transshipped there 
from the point of view of keeping the ports busy and 
keeping these people employed, We don't think it is 
fair to us to say, "You are the people who shall bear 
the full’ effects’ of this," 

Q- ii" “may pues Iv shortly, if I can, to 
state your position, what you have been saying amounts 
to this, really, that the matter of the export of grain 
or the movement of grain to export positions in Western 
Canada is not a local problem, but a national problem? 

A. That 'ls right. 

Q. On page 21, paragraph 67, you refer to 
the matter of the integration by the Canadian Pacific 
Railway Company of a trucking service with its operation, 
and you refer to the acquisition of a trucking company 
by the Canadian Pacific Railway Company. Does the 
Saskatchewan Farmers! Union take any stand on the 
question as to whether or not the railways are engaged 
in trucking operations? 

A. No, To the best of my knowledge, in 
our annual conventions or in our meetings our people have 
not taken a stand one way or the other in this matter, 

Q. And perhaps have not actively considered 
it? 

A. This would be true; they haven't actually 
considered it and made a recommendation, 

Q. Paragraph 71: 


"Needless to say, the Saskatchewan Farmers’ 
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ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5598 
TORONTO, ONTARIO ( Cooper ) 


Union is vitally interested in the possibility 

of achieving more economical and efficient rail- 

way transportation." 
Could you assist the Commission, Mr. Gleave, by making 
any suggestions now that the union might have as to 
areas in which more economic and efficient railway 
operation could be attained or secured? 

A. I am not sure that we usefully could, sir 
because what we have said here, in effect, in this 
brief, is that if. the railways cannot operate as 
they are presently operating,we suggest one solution. 
It would not be proper for me to stand here and say, 
"Take all the passenger lines off the C.P.R.", because 
I haven't the faintest idea what this would do to the 
Gn Rs So, we hesitate to say, "Do this and that 
individual thing." 

Q. Are you implying, nevertheless, Mr. 
Gleave, that passenger services are perhaps one area 
where more economical operations might penodsrtied Lout 
by abandonments of passenger services or reductions of 
expenses? 

A. No, I am not implying that at all. I 
just stated I wasn't in a position to say certain things 
like this should be done. 

Q. In paragraph 73 on page 23 ys say: 

"The Saskatchewan Farmers! Union accordingly 

submits that the stage has now been reached where 
serious consideration should be given to the 


y 
nationalization of the Canadian Pacific Railway 
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ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-@€X 5599 
TORONTO. ONTARIO (Cooper ) 


Company . The nationalization of this railway 

is not being advocated merely as an end in 

itself, but as a means to an end." 
I am not quite clear on the meaning which should be 
attributed to that last sentence -- "The nationalization 
of this railway is not being advocated merely as an 
end in itself, but as a means to an end," 

A. Well, what we are saying is, you might 
possibly say we are protecting ourselves against a charge 
of being a bunch of radical Red socialists? We are 
suggesting the amalgamation of these two railways if 
it is necessary in the interests of economy and in the 
interests of keeping the present costs of transporting 
grain down to its present level. Our objective is 
one, and one only, and that is to keep the present 
transport costs of moving it, whether it is to Vancouver 
or Fort William, at the level it is now. 

Q. In order that I may understand it 
completely, not just nationalization for nationalization! 
sake? 


A. No, this is not our objective at all. 


CROSS-EXAMINATION BY MR, HUME: 

Q. Just a iets or two. Mr. Gleave, 
so that you may understand my point of view, let me 
tell you that I am representing the Canadian Trucking 
Associations, and the only comment I want to make with 
respect to your brief arises out of the top sentence on 
page 17 that you have discussed already with Mr. Cooper. 


You told him you have no set view, your Association, but 
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“ ANGUS. STONEHOUSE & CO. LTD. Gleave, cr-ex 5600 


TORONTO. ONTARIO 


(Hume ) 

1 

you put it forward as a possible suggestion, and that 
is that truck rates would be brought under the juris- 
P diction of the Board of Transport Commissioners? 

A. yes’. 

5 
4 Q. I say to you, sir, that it is in your 
F prief and it is a suggestion, and I want to ask one 
P or two questions about it. In preparing that part 
6 of your submission, may I ask you whether you are aware 
‘6 that according to DBS sample, 96 per cent of intercity 
1 truck movement is intra-provincial and, therefore, 
12 within provincial jurisdiction, and that only 4 per 
13 cent would fall into this category of federal juris- 
14 diction? 
15 A. No, I am not aware of this, and we 


16 didn't make a particular study. I think I made this 


17 point clear in answer to Mr. Cooper's question, 

18 Q. Well, I am sure you did. I wanted it 

19 clear from my point of view. Leake 16, sherefore, you 
20 are not aware that only four per cent would be affected 


1 by this suggestion of intercity traffic of all kinds? 


2 RS No. 

73 COMMISSIONER MANN: Mr. Gleave would perhaps 
4 not know that those statistics are somewhat misleading, 
25 because the Winter Case gave the federal government 

26 jurisdiction over the intra-provincial operations of 

27 an inter-provincial carrier. 

28 MR. HUME: That is quite correct. 

29 Q. So there will be no misunderstanding 


30 both between us and on the record, these statistics are 
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“ ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5601 
TORONTO, ONTARIO 
(Hume ) 


only the sample statistics, and the DBS report makes 
it clear that they are only a sample and cannot be 
taken as absolute; and, secondly, as Commissioner Mann 
points out, the jurisdiction that would fall under | 
this would apply to the intra-provincial movement of 
inter-provincial carriers: do you follow me? 

A, Yes, 

Q. secondly, may I ask you this, that if 
your suggestion was carried out, would you conceive 
that the trucking companies would have the right to 
lower their rates by the issuance of competitive rates 
without getting authority, or is your suggestion de- 
signed to be sure the truck rates remain at a reasonable 
level and could not be lowered without some sort of 
permission? 

A. I think what we are saying is this, that 
in the interests of efficiency and economy, if the 
Commission should find that in order to achieve this 
it would be of advantage to regulate the movement of 
freight or express by trucks under certain circumstances 
as well as railroad, we suggest they should do this. 

Q. That is somewhat watered down from what 
I interpret to be your sentence, “If a great deal of 
remunerative traffic is being lost to trucks, it may 
well be that truck rates should be brought under the 
jurisdiction of the Board of Transport Commissioners." 
I assume that what you were suggesting there was that 
the rates would be kept up so it would not be lost to 


the trucking industry, and if I miunderstood that, I am 
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~ ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5602 
TORONTO. ONTARIO 
(Hume ) 


sorry. May I ask you also, in considering that aspect 
of the matter whether your Association was aware of 
the fact that by far the greater percentage -- perhaps 
not "by far" -- but certainly a greater percentage of 
intercity movement is by private truck and not by 
for-hire carrier; did you take that into consideration? 

A. Well,: I live in a prairie region and I 
know something of the fact that a great deal of the 
transport, for instance coming into Biggar, comes by 
truck, and yet it is on the C.N.R. main line, and it 
proceeds from there to other places, So, we are 
trying to say, to go back to what I said again, that 
we don't particularly want to develop a transportation 
system that is any more expensive than it has to be, 
because if it is as expensive as it has to be, that 
is bad enough. We are merely saying to the Commission 
they should have regard to the circumstances of the 
two lines of transportation working together. 

Q. Would you say the competition between 
the rail and truck into Biggar was a good thing for 
the residents of Biggar or not? 

A. Sometimes it is, and sometimes it is not. 
I don't see how you are going to give a fixed answer to 
this, sir. You might very well, with the trucks, for 
a limited time cut down the freight that a company or 
an individual is paying. You might put the railroad -- 
you might take a certain amount of traffic away from 
the railroad and they would hoist their prices, or 


something else,to get back into the position they were 
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» ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-e€x 5603 
TORONTO, ONTARIO (Hume ) 


Hadne the truck moved in. I don't see how you expect 
me to give answers to this sort of question. 

ee I didn't mean to ask questions that 
would embarrass you. I wanted to find out whether or 
not your rail or truck rates are lower by reason of 
competition, or whether you feel that competition 
would maintain rates. What you are suggesting by this 
4s that truck rates and rail rates be regulated so that 
they could not freely compete one with the other except 
under a regulatory umbrella: have I stated it odiectiy? 

a. If a great deal of remunerative traffic 
is being lost to trucks, it may well be that truck 
rates should be brought under the jurisdiction of 
the Board of Transport Commissioners. That is what we 
said. 

Q. For what purpose, sir -- to keep the 
truck rates up? 

A. No, to get a balance. Wwe refer here, 
not to rates, but to traffic -- to keep the balance 
within traffic -- to maintain a level where the volume 
of traffic would be reasonable. 

Q. And keep the truck rates up so the 
traffic would not be lost to the trucks; isn't that 
implied in your sentence? 

Ae It might, and in certain circumstances 


you might bring them down. 


CROSS-EXAMINATION BY MR. DICKSON: 
Q. Mr. Gleave, my name is Dickson and I 


represent the Northwest Line Elevator Association. 
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This brief reflects a lot of work on the part of you 
and Mr. Tailis and the others, and before asking 

you one or two questions I might say that particularly 
the historical aspects of it and your views cn the 
Crow's Nest Pass Rates as an instrument of national 
policy will be of great value and interest in this 
difficult problem. 

On page 5 of your brief you make a quote 
from a contract and you say that Section 16 of the 
contract provided that "so-and-so". Just for the 
record, the date of that contract Reha iitakiae ne 1881, 
isn't it? 

A. Yes. 

Q. That is some sixteen years prior to the 


Crow's Nest Agreement? 


A. Yes. 

Q. And those exemptions which are mentioned 
there and which were granted in 1881 -- is the C.P.R. 
still enjoying those same exemptions? 

A. Not all of them, no. 

Q. As far as tax relief on these station 
grounds,workshops, and so on? 

A. You are referring under the Canadian 
Pacific Railway to all stations and station grounds 
and workshops, etc.? 

Q. Yes. 

A. Well, in so far as I know, they are. 

Q. Mr. Gleave, at the Winnipeg hearings 


there was some reference to the matter of abandoning 
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branch lines and tearing them up and getting rid of 
them, and that would be the end of it, There were 
several briefs which expressed the view that the 
railways had an obligation to the farmers who had 
expended labour and capital on their farms and organized 
their operations in such a way and in the faith that 
they would have rail service and continue to have 

rail service: would you agree there was an obligation 


to econtinue such a service? 
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A. Yes,” I ‘think’ there “is, I don't take 
it that you can make light of the fact that 
has been there and upon which people depend and on 
which they have centred their eperabicas; you can't 
lightly tear it up, it-can't be done. 

Q. The point was also made that in many 
cases rates have been built to feed particular delivery 
points, and that if certain lines were abandoned the 
deliveries would have to be made to some distant points 
along some circuitous route pattern; would you agree 
with that? 

A. yes, that would be the case, 

Q. Would you agree also that at the present 
time deliveries are spread throughout the year more even- 
ly than was the case prior to the introduction of the 
Wheat Board? 

A, Yes, there was a time when we would de- 
liver 75 per cent or 80 per cent of our grain into the 
field, and now we don't do that at all. 

Q. And if some distant delivery points were 
established, it would be more difficult during the 
winter months to make those deliveries? 

A. wavd, it would depend on road conditions, 
and so on. 

Q. And in the normal course of longer dis- 
tances involved, there is additional cost in @livering? 

A. Well, the further you haul a bushel of 
grain the more it costs you, 


Q. The suggestion was made that the operatio 


tes BOY 


re ad alas ow stniged 
yen at tend obsm oaks asm tatog sa! ew heme | 
yrovifeb telvotirsg best od. dttud ned oved s6ter aseso Bs 
ont benobisds oTow: aontt abedzes 2 tants Sa etnteg E 1 

ptatog sasde lb eno OF - ebsm ed ot evan biuow asitevt feb a 
eorgs voy bivow. :sTedtsq- -eduor Mepetwetes emoe gools — ie 
nears cn 

edue ome au bEwew onde nev riba’ 


3N9e9Tq end ts jens oels 9stgs toy bivowW 2 


~1eve stom isey sid dwonguordd peerqe ers aclvevileb omit 4 Ke 
oat sis seein eddy od toftg sii ed? e.sw edd yl | 
thrso0d Jsoiw i 

atl Savon nodw emit s aew overt .gey .A aa py 
erit-cal alsta TO 40.3090 18g 08 to dtmeo 19q CY r68vil 1 
= fis te sede eres ow wor bis bolt ; 
exsw eatatog yrevifeb tnsvetb emoe 1 DA r we his. 
ect gataub divoftT£ib ortom ed bluow tL  bodatidstas 4 


a: fed 


csettevileb seodd exam o¢ adtaom redalw 


| ~anoldtbmos baor no basqeb biuew ¢t ,Liow ry 
| .10 08 bas Hes 


- 


wath tagaet oe Semen Lemon 3 at bak pi 2 


ie _ 


‘Sgatrevile nk saov. fenotttbbs ra eredd beviovat: 800 ast 


a a ‘a ym to fedend s [ued soy tedéwd i HoH 


Rahs i 

ikon, 

io 

r 

"- 
* 


Pte <4 


) edt tend wail 
2a ic! ee 


“ ANGUS. STONEHOUSE & CO. LTD. Gleave, cr-ex 5607 
TORONTO. ONTARIO (Dickson ) 


of certain branch lines should be reviewed annually 

to see whether their continued operation was justified. 
Do you think any such system which might involve an 
annual controversy would be desirable? 

A, Well, if you are going to consider 
whether certain lines should be continued or not, it 
should only be done after pretty careful -- there should 
be a lot of consideration given to it as to the effect 
on the people who are contributing to that line, as 
to the effect on their grain handling facilities, 
and an annual thing, I would say, would be pretty short; 
you pretty near have got to give people some notice of 
a proposal to do a thing like this, you can't just --- 

Q. You think an annual review is too fre- 
quent? 

A, I would think so. The railways and even 
the branch lines have been the hub of the activity on 
the prairies, they have been the centre of the whole 
development and operation, 

Q. At the present time there are two appli- 
cations for abandonment pending before the Board on line 
within the Province of Saskatchewan, and one of them is 
between Reston and Wolseley. Has your organization 
taken any stand on whether to support or oppose such 
an abandonment? 

A. Not as yet. 

Q. You understand if there were abandonments 
they would reduce the amount of storage available in 


the country areas? 
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A. yes, it would, unless the elevator com- 
panies decided to move them and set them up some place 
else, In the case of old elevators Ithink this would 
be pretty unlikely. 

Q. So, to that extent you would move the 
storage? 

A. That is right. 

Q. On page 19, Mr. Greaves, you say: 

"In short, as the members see it, the rail- 
ways want the money but want the prairie grain 
growers to take the blame for the handout in 
the eyes of the Canadian public," 

Later on you say that you don't want the farmer placed 
in the position of being stigmatized, 

Now, if there was a subsidy approved and if 
that was in your view improperly regarded as being re- 
lated to the movement of export grain and for the benefit 
of the farmers, what effect do you think that would 
have on Canadian unity and on the future growth of a 
united Canada? 

A. Well, I could see that you might very 
well wind up in this position, that a succession of 
parliaments would ask you whether this subsidy should 
be continued, and you would have a division of opinion 
which le tend to break into geographical areas. I 
would think it wouldn't contribute to it. 

Q. It would contribute towards sectionalism 
over the country? 


A. yes. 
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Q. — And the farmers in Saskatchewan are not 
asking for any subsidy at the present time in this re- 
gard? 

A. No. 
Q. They are simply asking that the status 
quo remain. 

Now, at the top of page 20 you say: 

"Rarlier references in this brief fedieate 
that these special grain rates were a step 
in the implementation of the National Policy, 
even though the rates were specific to a par- 
ticular region, to particular commodities, 
and to particular movements of these com- 
modities." 
Now, it is those last few words that I am interested 
in, "particular movements of these commodities." 
Is it your point here that there is no protection on 
the movement of grain and grain products for domestic 
consumption? 
A. There is no protection for the movement 
within the province. If you move a carload of feed 
grain you don't pay the same rate. 
Q- That is, the domestic rates have taken 
the brunt of the various horizontal increases? 
A. yes. 
Q. In paragraph 62 you submit that assets 
and revenues of various other businesses and investments 
should pe taken into account in determining whether 


or not a subsidy should be paid. 
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Would you also agree that if it is decided 
that a subsidy should be paid, that such assets and 
earnings from these assets should be taken into account 
in determining the amount of the subsidy? You say 
whether a subsidy should be paid, but would you also 
agree that as a subsidy comes up from time to time, the 
non-rail earnings might be taken into account in deter- 
mining the amount? 

A. I would think so, 


Q. Thank you, 


CROSS-EXAMINATION BY MR. ALLEY: 
Q.Mr. Gleave, you have several paragraphs dealing with the bur 
den borne by the prairie: farmers, and I think you mentioned it 
in paragraphs 5, 25, 43, 51 and 56, and do I understand 
you correctly to say that you are not asking now for any 
relief against that burden? 
Be You mean, in the way of freight? 
Q. Reductions in freight rates, for instance? 
A. it is not so mentioned in this brief. 
Q. No, it isn't, but that is what I want to 
know, if that is your policy. Look at paragraph 25. 
A. Well, -- I am sorry I interrupted you. 
Q. I was going to say that there has been 
frequent reference here to the cost squeeze borne by 
the prairie farmers, and that last sentence has par- 
ticular reference to such a cost squeeze, Now, as a 
matter of policy, do you not wish any relief against 
other freight rates? 


A. Well, Mr. Chairman, we have opposed every 
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freight rate increase that has been made in the last 
several years, and with a notable lack of success, and 

we don't seem to have any luck in this. We have tried 
to prevent the increases as they came along. I think we 
must have come to the conclusion that it was hopeless. 

Q. But, for this Commission do you now say 
as a matter of policy that you don't want relief against 
these increases? 

A. Against the increases which we have ex- 
perienced? yes, we would very much like to have some 
relief from them if we could. 

Q. If this Commission were to come to the 
conclusion that there was to be a subsidy, do you feel 
that the subsidy should be applied in reduction of the 
present freight rates; that is, the rates you refer to 
in those paragraphs? 

A. If it were possible, we hope the rates 
would be reduced. Our primary first interest is in 
maintaining the present grain movement. 

Q. I understand that. 

A. If we could get further relief towards 
incoming freight and other movements, we certainly 


would be very grateful. 


CROSS-EXAMINATION BY MR. MAURO: 
Q. Mr. Gleave, my name is Mauro and I 
represent the Government of the Province of Manitoba. 
My learned friend Mr. Dickson referred indirectly to 
a scheme proposed by the Province of Manitoba concerning 


the branch line policy. 
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It is generally accepted that there are certain 
branch line operations that result in considerable 
deficits for the Canadian railways, and under our 
system of rate making any burden on the railroad be- 
comes a burden on the freight shipper, because they 
(the railways) must obtain their financial requirements 
from the freight shipper. 

The Province of Manitoba has suggested that 
if the branch lines presently operating at a deficit 
are determined to be in the public interest, that an 
amount covering the cost of that maintenance on that 
trackage be paid our of a fund to the railway in question. 
Now, would the Saskatchewan Farmers! Union be in favour 
of such a scheme? 

A. I couldn't -- I certainly wouldn't feel 
that I could endorse it here and now. Certainly we 
would have to examine it a great deal more, I think 
that there is more than just simply profit and loss, and 
there are some circumstances under which you would 
work a very, very considerable hardship, and I couldn't 
endorse it offhand. 

Q. The policy that we envision is an attempt 
not to work a hardship, but also to be, perhaps, fair 
to the other freight shippers on the railways, and I 
assume that the Saskatchewan Farmers' Union would be 
in favour of any such scheme, which would result in 
easing the burden on the freight shippers in the Province 
of Saskatchewan? 


A. We would like to ease our burden all right 
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put couldn't say here that we accept their support. 

Q. Of any particular scheme? 

A. That is right. 

Q. But tasid say, if a scheme based on the 
national interest were directed towards easing the 
burden of freight shippers, the Saskatchewan Farmers! 
Union would be in favour of such a scheme? 

MR. TALLIS: He has already said three times 
that he couldn't answer. 

THE WITNESS: You understand, if I may say 
this, Mr. Chairman, that our policy of the union is 
not my policy. It is the policy of our executive 
and board of directors, and I don't want to hang myself 
on a hook here. 

THE CHAIRMAN: You wouldn't endorse any par- 
ticular scheme? 

MR. MAURO: Qe I want to make that clear, 
that despite what my learned friend tried to suggest, 

I am not trying to back you into any corner, and that 
is why I said “in general" because I don't want you 

-- and I know you can't -- endorse any specific scheme, 
but it is simply for the assistance of the Commission 
that I wanted to know whether the Saskatchewan 
Farmers! Union would in general support a scheme 

that was directed towards lifting the burden from 

the freight shipper? 

A. Well, that is a generality, and the firs 
thing you posed was a question in particular, and as 


far as we are concerned, if the Commission should 
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present your proposal to us as a farmers' union and say 
to us, "What do you think?" we will consider it and 
give them our opinion as an organization, I would 
prefer to do it that way. 

Q. Mr. Gleave, you have referred in your 
brief to this matter of remunerative traffic being lost 
to trucks. Now, there is, in fact, in this country 
a number of transportation media which compete; there 
is air transport, transport by water, transport by 
pipe line and transport by highway, and the province 
of Manitoba has suggested that a national board be 
established to direct research and look into this 
problem of bringing about more efficient utilization 
of transportation media in the Dominion of Canada, and 
I wonder if the Saskatchewan Farmers! Union is in 
support of such a scheme? 

A. Well, I think this Commission that we 
are presently appearing before is in the nature of a 
research body, in that they are investigating in 
particular the railroads, and I would think that -- and 
this paragraph you refer to, of course, is in this 
line, that we should look into what is happening in the 
relation of one transportation system to another and 
see how it affects it, and I would think that research 
into these matters would be very worth while. 

Q. As a continuing thing? 

Ae  S8Bs 

Q. Rather than intermittendly by royal 
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A. yes. 

Q. Then, this matter of the subsidy on 
statutory grain or grain moving under the statutory 
rates, my final question -- I want to make sure I 
understand yourquestion, because we have farm organiza- 
tions in Manitoba, too -- as I understand it, the 
Saskatchewan Farmers! Union says there is in existence 
a binding agreement made in 1897 and varied in 1925; 
is that correct? 

A. Yes, that is our position. 

Q. And that you are satisfied, as farmers 
in the Province of Saskatchewan, with the terms of that 
agreement in so far as they presently exist regarding 
the movement of grain and grain products? 

A. That is right. 

Q. And that if the Canadian Pacific Railway 
is unable to meet its obligations under that contract, 
any subsidy that is necessary should be paid to the 
Canadian Pacific Railway? 

A. That is right. 

COMMISSIONER ANSCOMB: What about the 
Canadian National Railways? 

MR. MAURO: I think the Canadian people are 
paying a pretty fair subsidy to the Canadian National 


Railways as it is. 


CROSS-EXAMINATION BY MR. SINCLAIR: 
Q. Mr. Gleave, my name is Ian Sinclair 
and I represent the Canadian Pacific. 


I notice on page 3 of your brief you state: 
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"The rate concessions made by the Canadian 
Pacific Railway in accordance with the Crow's 
Nest Pass Agreement were specific to a particular 
region,,.s0 pasbilch ter commodities and to par- 
ticular movements of these commodities," 
Now, Mr. Gleave, under the Crow's Nest Agreement the 
level of grain rates there specified soni only to 
the lakehead; did you know that? 

A. They have since been made to apply. 

Q. Yes, they have since been made to apply, 
but under the agreement did you know they only applied 
to the lakehead? 

A. I think that answers your question. 

Q. They now apply, Mr. Gleave, to (a) the 
lakehead, (b) to Churchill, (c) to Prince Bo reese, 
Vancouver and other Vancouver satellites, and to 
White Ghatets for.export ;(that as wight, is it: mob? 

A. Yes, 

Q. And under the Crow's Nest Agreement, Mr. 
Gleave, the rates from branch line stations in many 
cases were higher than main line stations equadistant 
from the lakehead. Today you will agree that over the 
mileage block the rates from branch lines and main 
line points equadistant to export positions are the 
same? 

A. yes, I understand. 

Q. Did you understand and know, Mr. Gleave, 
that the evidence before this Commission is that under 


the Crow's Nest Agreement the level of Crow's Nest 
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grain rates applied only to 289 shipping points in 
Western Canada, and today the statutory grain rate 
level applies to 2600 and some odd shipping points? 

A, i would think this was to the advantage 
of the railways. 

Q. tl am asking you, no matter to whose 
advantage it is, did you know that? 

A. No, not until you quoted the figures. 

MR, BLAIR: May I make this observation: 
as counsel we are not here to quarrel with hypothetical 
facts and contractual provisions, and if this is before 
the Commission we have no quarrel with it and we are 
not quarrelling with it today. I am not here to 
interfere unduly with my learned friend's cross- 
examination, but I merely want to make that observation, 
that these statements are being put to the witness, 
he doesn't profess to be an expert in these matters, 
and all this information is before the Commission; 
we have not questioned it. 

THE CHAIRMAN: Thank you, As I understand 
it, you qualify Mr. Gleaves as a farmer and not as an 
historian or lawyer? 

MR. BLAIR: That was my very point, As I 
Say, I am not suggesting that my learned friend is not 
quoting these things accurately. I am satisfied that 
they are already before you and we are not quarrelling 
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MR, SINCLAIR: Q. Mr. Gleave, under the 
Crow's Nest Pass Agreement certain specified rates 
applied to certain specified commodities from cer- 
tain specified stations to certain specified stations 
that no longer are ineffect, Did you know that? 

A. Yes, 

Q. Did you know that the rates on those 
commodities were adjudicated and put ona just and 
reasonable level by the Board of Transport Commissioners 
did you know that? 

A. On which commodities? 

Q. The westbound commodities, 

A. I don't think I am aware of the particular, 
shall we say, procedure from Parliament to the Board of 
Transport Commissioners, and the particular train of 
action. I know that they were there -- that we had 
that protection, and that we no longer have it. 

Q. You have the protection of the Railway 
Act on those rates? 

A. I am aware of the size of that protection 
too, by the products that come to me, 

Q. Now, Mr. Gleave, could it be correct 
to say -- I think this has been the basis of your evi- 
dence -- that what the Saskatchewan Farmers! Union 
wishes is that the statutory rates on grain now existing 
remain at their present level under the control of 
Parliament? 

A. yes 


Q. You are not suggesting that the Crow's Nest 
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Pass Agreement of 1897 be restored? 

A. I think you might say that this whole brie 
is written and designed to maintain the position we 
presently now have. 

Q. You don't want to go back to the situation 
that existed under the agreement; you want to maintain 
the existing situation; is that right? 

A. Well, the existing situation in respect 
to the Crow's Nest Pass rates on grain, yes. 

Q. On,page 2 of .your. brief, Mr. Gleave, you 
state that it appears to the Saskatchewan Farmers'! 

Union that the Crow's Nest Pass grain rates have been 
attacked in particular by the Canadian Pacific and 

the Canadian National railways as an inequity in the 
Canadian freight rate structure, You go on to state 
that your union take strong exception to this approach 
because it completely ignores the historic national 
approach to railway. rates on the movement of one of 
Canada's most vital export commodities, namely grain 
and grain products. 

Now, Mr. Gleave, my question would be: could yo 
assist the Commission by telling them how a Saskatchewan 
farmer could be hurt if the existing level of grain 
rates were maintained under the control of parliament, 
and any difference between that level and what may be 
deemed to be just compensation for the service per- 
formed became an obligation -- a national obligation -- 
to be paid by the people of Canada? 


A. Well, the reason we take the stand that 
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we do in this matter is that we think such action would 
put the question of the subsidies into the political 
arena. Now, such a subsidy would become a matter 
within the political arena, and we think that our 
position would be very weak. 

Q. What you fear is that you might be hurt 
in the future; that some government might change the 
statute? 

A. Change what statute? 

Q. A statute that provided that grain rates 
were to continue as they are today, at their existing 
level, under the control of parliament; then, any 
difference between that level which would be paid by 
the farmer and a level that might be adjudicated to be 
just compensation to the railways for the work performed 
~- your fear would be that that statute some time in 
the future might be changed; is that right? 

A. In the first case -- the first instance 
-- we do not agree the subsidy is necessary. 

Q. Let's leave that aside. I understand 
that. And, if you don't mind, would you assist the 
Commission in @aling with the matter I have put. I 
will do it again, if you don't mind. 

A, Very good. 

Q. What I am saying to you is that the fear 
of the Saskatchewan Farmers' Union is that if a statute 
today provided that the existing level of grain rates on 
movements to export positions were maintained for pay- 


ment of that level by the farmer, and that the statute 
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went on, any difference between that level which was 
: paid by the farmer as a level that would give the 
, railways just compensation for the service performed 
: would be a national obligation, and to be paid by the 
: people of Canada. 
‘ Now, you are afraid that statute providing 
; like that might some time in the future be changed, 
: That is what your fear is? 
4 A. Well, it's not that simple, really, be- 
i. cause if you at the present moment,within the next year, 
a establish a subsidy and you say this: supposing the 
a government says this is a subsidy to the western grain 
a farmer in respect to transporting grain, We are 
" already in a desperate economic situation, You had 
i 1100 farmers who journeyed to Ottawa a year ago this 
iH next March seeking financial assistance because of 
i their desperate economic circumstances, and the 
1 government, up to now, has refused to act, 
a Then, sir, when you have this industry in 


such a situation that it is asking the federal govern- 
ment to give it some relief from the circumstances 
that it is in, your situation becomes even more impos- 
sible, you have any addition charged to it, so 
many millions in respect to transportation of grain. 
And for this reason, amongst others, we do not think 
that it is justifiable, We do not think the farmers 
should be charged that -- this additional subsidy. 

We didn't ask for one; we asked for one on grain. 


We didn't ask for one on freight rates, 
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Q. Well, Mr. Gleave, may I now ask you 
again if your fear would be that a statute that pro- 
perly protected the farmers! interest -- if your fear 
would be that that type of statute would be changed 
in the future? Is that the basic fear of the Farmers! 
Union? 

A. In the first place, it would not properly 
protect the farmers' interest. In the second place, I 
would consider it would be a very unstable situation, 

Q. Well, now, if the Commission and people 
who are skilled in drafting statutes did protect all 
interests; did protect all interests under the law; that 
would take care of your first objection, would it not? 

A. Protect all interests under the law? 

Q. If you protected all interests by a 
properly drafted statute, then your first objection would 
be taken care of; wouldn't it? 

A. No. 

Q. You don't think it possible to protect 
the interests involved in this grain movement by statute? 

A. I have had some experience with the atti- 
tude of the press to these things. 

Q. The attitude of the --- 

A. The public press, And, then, when you 
at times have a standard grain payment that comes to 
farmers as a result of grain sold, the eastern press 
often leaves it with the impression that this is a 
handout from the government. 


Q. What does the western press do? 
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A. The western press prints the facts, 

Q. In every case, Mr. Gleave, I am asking 
you does the western press print the facts? 

A. They would in this particular matter, sir. 

Q. That isn't my question, My question is 
are you saying that the western press prints the facts 
in every case? 

A. Well, you are asking me to make a pretty 
large statement. 

Q. In every case that has come to your atten- 
tion? 

A. You are asking me if the western press 
prints the facts in every case? 

Q. That has come to your attention? 

A. How do you expect me to know this? uf 
cannot verify this story and that story. If they. say 
John Brown slew his wife on the road last night, I have 
no way of knowing. 

Q. Have you ever been involved in a thing 
that you did not think the western press properly reporte 
all the facts, Mr. Gleave? 

A, It may have happened at some point. 

Q. Now, would you come back, then, and see 
if you can answer this question that I have been asking 
you to answer for the benefit of this Commission. And 
now, you have had time to think it over, and that is, 
are you stating that statutory provisions cannot be 
drawn so as to adequately protect all interests in the 


movement of western grain? 
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A. No, I am not stating anything in respect 
to statutory. I am saying that I do not -- as a union, 
we do not want the western farmer to be in the position, 
either now or in the future, of being charged with a 
subsidy on the movement of grain, This is what I am 
saying. 

Q. But, if, as a fact, Mr. Gleave, the 
remuneration received by the railways for the movement 
of grain at the statutory rate is not sufficient to 
give a just remuneration for the service performed, how 
else can it be regarded but an ‘obligation of the 
people of Canada to the western grain grower? How else 
can it be regarded? 

A. Well, you haven't yet established this. 

Q. If you do establish it, then, how else 
can it be regarded? 

A. It could be regarded in various ways. 

As far as we are concerned, some of the other assets, 
and we say so in this brief. 

Q. Never mind about that, I will come to 
that. 

MR. TALLIS: Just a minute, Mr. Chairman, I 
submit if the witness is speaking my friend is not 
entitled to interject. 

THE CHAIRMAN: Go ahead, Mr. Gleave. 

THE WITNESS: What we are saying and what we 
have said is that this was originally a contract, and 
that for doing certain things the C.P.R. received certain 


benefits, and they took part in the development of this 
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country. And we are saying, and we have said here, 
that the simple fact of economic or a cost statistic 
in the movement of grain is not in itself the whole 
answer, 

MR, SINCLAIR: Q. Leave aside the historic 
background --- , 

A. I cannot, sir. 

Q. I am asking you this: if proper weight 
is given to that, then -- therefore, we can leave it 
aside -- if proper weight is given to it and thereby 
we leave it aside; and, as a result of the investiga- 
tions that are made and the considerations that are 
given, it is determined that the railways are not, 
by charging the farmer the fixed statutory rates for 
grain, receiving just compensation for the movement of 
grain and something should be done about making up 
the difference, how else can it be regarded than a 
national obligation to the western grain growing indus- 
try? How else? 

A. Well, I have said before, in our opinion, 
for the reasons we have mentioned, any subsidy should be 
a subsidy on the operation as a whole, It is equally 
important to the ports of Vancouver and Montreal and 
Fort William that wheat moves, as it is to me that it 
moves. 

Q. Quite so. Then, it is an obligation 
of the people of Canada; it is a national obligation for 
that segment of the economy that is made up by western 
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A. And these other places which I have 
mentioned to you, repeatedly. 

Q. They are going to pay it; that is why 
they are going to pay it, and don't you agree they 
should pay it? 

AY The people of Canada? 

Qe Paves. 

A. If, as you say here -- let me quote here 
the fact which we say is we are opposed to any change 
in the Crow's Nest rate. We are opposed to a subsidy, 
but if a subsidy is to be paid, it should be dealt with 
on a national basis. We have stated this. 

Q. And so that your answer to my question 
is that it should be recognized as a national obligation 
to pay whatever deficiency there is? 

THE CHAIRMAN: That is what he says. 

THE WITNESS: If the Commission so decides -- 
a national obligation to the C.P.R. 

MR, SINCLAIR: Q. Mr. Gleave, I am going 
to read you the segment, a section from the Duff Report. 
I have done this before, and had other people give 
their views on it. 

This is the Duff Commission. You are familiar 
with the Duff Commission? I will let you read this 
after. This is a report of the Duff Commission 
on Railways and Transportion in Canada, 1931-1932. iz: 
will read to you paragraph 25 of the report, on page 12: 

"As a result, the Canadian Pacific Railway 


Company, the largest taxpayer in Canada, has been 
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subjected to the competition of publicly- 
owned and operated railway lines, supported 
by the financial resources of the country. 
They had honourably discharged their 
ee contractual obligations with 
Perliament and the company's lines had played 
a great part in binding together the Western 
and Eastern provinces of the Dominion. By 
common consent, the company's administrators 
had brought faith, courage and invincible 
energy to the task of building its lines 
through the undeveloped West. The company's 
achievement commanded the admiration of 
both railway operators and the public, and 
has been a material factor in causing Canada 
to be favourably known upon three continents. 
Their operations brought profit to shareholders 
and the enterprise became a national asset of 
acknowledged value and importance to the 


Dominion," 


mrestaow _ pana satin nt d1sq eaves 8 
ya wtobatmod, oct to seontverg oredesd bas 
aroterdatatmbs eh yisgmos ond atneancs gonmoe: wie dor 
eidiontvat bas egetioo dist ddguoud bad > dy 
aealt abl gatbitud Io aasd edt ot NATENs © 5 
_ al yneqmoo edt - saceacal begolevebay ert ASEM 
to moldeiulmbs oad Hobasnmco snomavatdos 
bus ,otiduq oad bag avossTsqgo: yswits: stod:) 4. 
sbans? gniauso at natost {sinetam s need sal | 
-atnentinos eeudd ogy mwonl yidsiwove? ed of 
arebLodersde of ditowg sdquord anolverego xrlediT | | 
to esas Saunas & smgood oatugretas ent DAB © | 
eis oF poentciniinel bas elev. heybelwomios 
", nolatmod 


Qn 
a ‘ 
int iu" J : - wi | a] gawil iA “ig 


i ara iG a8 oor 
epi a9 
ayo 


ane in = 
is ? Sys : 
p4 ne aeye DAL cid ?_ 


cae , jkenat oh ie ry 


‘ey Pee ts. aneanney ie 


~ ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5628 
TORONTO. ONTARIO (Sinclair ) 


THE CHAIRMAN: What is your question, Mr. 
Sinclair? 

MR. SINCLAIR: I am letting him read it first, 
Mr. Chairman. 

THE CHAIRMAN: Well, so that he will know 
what he is required to answer --- 

MR. SINCLAIR: I am going to ask him, would 
he agree with it. 

THE WITNESS: You want to know if I agree 
with all this? 

MR. SINCLAIR: Q. yes. 

A. Well, I don't know how much profit they 
brought to their shareholders. I would say it is im- 
portant to the Dominion; it is an asset of the C.P.R. 
and not the nation. I don't know whether it made a 
profit. You say they had honourably discharged their --- 

Q. I didn't say that. Lyman Poor Duff 
said that. 

A. yes. I don't know if we would go along 
with that. Leis not ‘discharged. It is a continuing 
obligation, so I don't think I would fully endorse 
that particular statement. It indicates it has been 
discharged, and I think it is a continuing thing. 

Q. Do you happen to know who the gentleman 
was who was the Chairman of that Commission? 

MR. TALLIS: Well, now, Mr. Chairman, I don't 
want to be jumping up and taking exception all the time, 
but it seems to me this witness is entitled to disagree 


with a man no matter how eminent he is, and I don't see 
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1 
the point of that question, 
. THE CHAIRMAN: Did you know Judge Duff? 
THE WITNESS: Well, Mr. Chairman, counsel 
, has his privileges, but I don't think -- and you can 
P correct me if I am wrong -- but I don't think that 
y includes reading passages from a book, 
3 THE CHAIRMAN; Well, did you know Judge Duff? 
5 THE WITNESS: No, ‘I didn't. 
16 THE CHAIRMAN: Well, that is it. 
1 MR. SINCLAIR: Q. Did you know his position 
12 among the people of Canada and his acknowledged position 
13 as a jurist and barrister? 
14 MR, TALLIS: Well, Mr. Chairman, once again--- 
15 THE CHAIRMAN: I think that Mr. Tallis would 


16 admit he is one of the greatest jurists we ever had, 

17 MR. TALLIS: I don't question his ability or 
status at the bar or on the bench, 

19 THE CHAIRMAN: Mr. Tallis would know more 

20 about him than Mr. Gleave, 

1 MR. SINCLAIR: Q. Mr. Gleave, every politi- 
22 cal party since 1881 that has formed the government of 
23 Canada has expressed a preference for the continuation 
24. of the Canadian Pacific as a private enterprise, would 
25 you agree with those statements of government policy? 

26 A. Well, I don't know what -~- I think it is 
27 probably a matter of record that every government from 
28|| this time has permitted it to continue and left its 


29 act of incorporation inviolate, I don't think this 


30 implies approval of all its operations. The fact that 
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they leave me on my farm does not mean they approve of 

me, I may be the worst deadbeat in Saskatchewan, but 

they still leave me there, 

Q. Well, I say to you, every government, 
every party that has fdOrmed the government of Canada 
since 1881 has expressed a preference for the maintenance 
of Canadian Pacific as a private enterprise, and I asked 
you, did you agree with this approach? 

A. Do, deagree wAthi «sie 42 

Q. yes. 

A. Well, I think our brief says differently. 

Q. You think your brief says differently? 

ae I think so, 

Q. Is that your answer? 

Ay What you want to know is whether or not I 
agree that the C.P.R. should remain a private corporation. 
Frankly, I am not too clear on just what --- 

Q. Well, let me put it to you just as bluntly 
as that: do you think that Canadian Pacific should re- 
main as a private enterprise? 

A. Well, then, I would answer you just 
exactly as we do here; we are not advocating nationaliza- 
tion for nationalization's sake, but if it is necessary 
in order to maintain our economic position in the West 
that it be nationalized, we are in favour of it being 
nationalized. 

Q. If it is necessary to maintain your 
economic position in the West, that is, that freight 


rates on grain remain where they are? 
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A. That is right. 


Q. And that other rates be kept as low as 
good railway management can keep them? 

AS That is right. 

Q. You make reference to the obligations, to 
the considerations -- and this is on page 4 of your 
brief -- received by Canadian Pacific for the obliga- 
tions it undertook in building a railway to the Pacific 
coast, and undertaking to complete that railway within 
a specified time. The point I was going to ask you was 
this: did you know that the Government of Canada 
attempted to secure a syndicate to build that Pacific 
railway and get them to sign a contract with the con- 
sideration flowing from the Dominion to the syndicate 
being 50 million acres and all the minerals they con- 
tained, and they could not get a secwdithe a to undertake 
the job. Did you know that as a fact of Canadian 
history? 

A. I couldn't quote you all of the stuff out 
of my head, but I do know there were protraced negotiation 
and that there were. one or two attempts that didn't 
come off. 

Q. Did you know there was one offer of 50 
million acres and all the minerals they contained, and 
the syndicate to which the offer was made would not 
accept the responsibilities: did you know that? 

A. Well, I will accept your statement. 

Q. Notwithstanding the language that I quoted 


you from the Duff Commission Report -- and you will 
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acknowledge also that there were substantial risks in 
trying to build the railway in 1881 within a short 
period of years throughout this country; you would 
acknowledge that? 

A. Well, there were risks involved in all 
the settlement of this country. My father was broke 
within three years after he got here. 

Q. There were risks on everybody's part that 
eame to Western Canada? 

A. yes. 

Q. And that should be acknowledged by all? 

A. Well, I would think in all honour you 
would have to acknowledge it. 

Q. Well, I am going to thank you for that 
thought and ask you this: in view of the risks under- 
taken by these people -- all the people who came to 
Western Canada -- do you think it is proper to refer to 
them as "wealth of patronage and privilege"? 

A. Which page are you referring to, sir? 

Q% Page 6, paragraph 18 -- "wealth of | 
patronage and privilege"? What do you mean by that? 

A, Well, they had the privilege of building 
the road. 

Q. Was that a privilege or a risk? 

RG That, sir,was a privilege. 

Q. Was it a privilege or a risk to have to do 
it in a stipulated period of time to specifications laid 
down and to take their chance on being able to get 


traffic. Was that a privilege or a risk? 


{fe at seen ee ae a 7 

suowd esw veritas? YM “Sutéawoo. abit Yo. daemeitven- arid 

erent Jog odode araey onl? nbdetw Mi | 

| vere teeq- erybodyxeve 0 exa.ts, sow sxedT) was i: a | 
: see ede teddae 


eis yd site saihliehc iat od bivode tad? Bel 6Q 99> joe | 
sisi qwonod Cis rut sonal Sivow I. ffew- bye re sae 
att eee ov evan, AIvow 
dant 10% NOY sme oF gntog ms TSE 9D ‘srehig 
-“sbay evati oda to way’ at rela voy wes Bas triguods 
ot emso ofw efyosg sit Ifa ~~ elgosq se ont yd feaead ™ 
o¢ yeter of resqor%q af FL Hakddt voy ob ~» ghenad aveesall | 
S"egeliving baie egsnortsg to déisew" vas mont 
Gate ,oF gakarstet Loy S16 S38 Hotiw A | 
Yo Adisew” -- 8L rqstaersg ) eget. .9 = 7} ie 
Ttait yd asem voy ob teriW f'egofiviag bre sgsnorteg |. 7 
antbitud to egeliviang end bar vad .tL9OW +A | 
| Lees, .Sbaor odd 

faelt 6 TO egeliving B sett asw Ag@oes ods 
.9a9 living @ aswerte (sad ©gAsitarye ‘ $i 
ob ot evel oF astit 8 to esoliving a Co a Jcbooe 
bisi enottsotitoega of smte 20 bobveq Bedalugtta s mt at 


voy of olde gated no ae bus nwob 


* ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5633 
TORONTO. ONTARIO (Sinclair) 

A. We all take our chances, 

Q. Iam asking you --- 

A. It was both. 

Q. It was both a privilege and a risk? 

A. That is right. 

Q. And would you say that the considerations 
paid to receive the syndicate's consent to the obliga- 
tions imposed -- was that patronage? 

A. I would say there was some patronage in- 


volved in that the government was the patron of the 


Q. Oh, it is in that sense you use it? 

A. That is right. 

Q. It is something that is honourable and 
Pine? 

A. We didn't come here to abuse and dis- 
honour the C.P.R. We came here to fight for the 
farmers. 

Q. That is right. Now, I want to ask you 
this, and this is the thought that came to me arising 
out of what you have to say: when a homesteader com- 
pletes his contract and thereby gets a patent to his 
land and the minerals contained under that patent, 
do you consider that those minerals that that home- 
steader received from the letters patent issued by 
the Crown would be patronage and privilege? 

A. Part of the contract. 

MR. TALLIS: I would take exception to this 


line of questioning, Mr. Chairman. I must apologize 
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for jumping up. 

THE CHAIRMAN: I must sustain you there. I 
think, Mr. Sinclair, that might be very much a question 
of law. 

MR. SINCLAIR: I bow to the Commission's 
ruling. I thought it would be a question of fact, but, 
of course, the Commission having ruled, that is the end 
of the matter as far as I am concerned at this time. 

Q. Mr. Gleave, do you think that the special 
provisions of the Income Tax Act applicable to farmers 
and ranchers is a matter of patronage and privilege? 

MR. TALLIS: What sections are you referring 
to? 

THE WITNESS: What are you referring to? 

MR. SINCLAIR: Q. I have in mind such 
matters as spreading the income over a number of years 
and equalizing and averaging, and I have in mind also 
the question of certain allowances for work done by 
families on the farm -- matters of that kind. 

Do you think in recognizing those things, by 
virtue of law and the Income Tax Act,that the government 
might be said to be exercising patronage and privilege 
towards the farmers? 

MR, TALLIS: Once again, my submission is 
that that is completely irrelevant to the purposes of 
this inquiry. I don't know what more I can say about 
the questions being put. I am embarrassed at having 
to get up and raise the objections. 


THE CHAIRMAN: I think, Mr. Sinclair, that you 
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must keep in mind that while Mr. Gleave is president 

of the Farmers' Union he is a farmer and not an historian 
lawyer or expert in any way. I think it would be un- 
fortunate for Western Canada if our hearings were to be 
on the basis where there would be any feeling as between 
the C.P.R., as a railway, and the farming community. 

MR. SINCLAIR: I certainly do too, sir. 

THE CHAIRMAN: That would be unfortunate. 

MR. SINCLAIR: That is the ruling of the 
Commission -~ that I am not to put the question? 

THE CHAIRMAN: I would prefer you not put it. 

MR. SINCLAIR: I take that as a ruling, and I 
bow to it. 

Q. Now, Mr. Gleave, at page 7 of your brief, 
paragraph 21, you list what your organization considers 
to be the objectives of the government in entering into 
the Crow's Nest Pass Agreement with the Canadian Pacific, 
and I don't want to take you through them all. I just 
want you to specifically look at No. 5. You say there 
that one of the objectives was the acceptance of the 
Canadian Pacific Railway of the principles of government 
rate control in the national interest. Did you know 
that at that time Canadian Pacific by statute had the 
right to earn 10 per cent return annually on the capital 
expended on the railways? 

A. No. 

Q. You didn't know that -- well, you said it 
in the brief at another place, but you had forgotten -- 


that is what you meant? You refer to the fact that one 
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the things that Canadian Pacific took was less than 
railways generally --- 

MR. TALLIS: What paragraph are you referring 
to in your last reference? 

MR. SINCLAIR: Where you refer to what was 
done by the Canadian Pacific. You said it took less 
than the railways generally. Do you remember where you 
said that? 

MR, TALLIS: I can't recall any reference to 
ten per “cent. 

MR. SINCLAIR: Oh,” no”. My friend can find 
it, I am sure, 

THE WITNESS: I know the phrase you refer to, 
but it does not refer to ten per cent, 

MR. SINCLAIR: Q. No, but the fact is that 
at that time railways were generally entitled to 15 per 
cent, but under the contract the Canadian Pacific Railway 
was stated to have the right to earn ten per cent 
annually on the capital expended on railway? 

A. So have I, but I don't make it. 

Q. Neither does the Canadian Pacific, but I 
don't have to tell you that. However, I am asking 
you, did you have that in mind, that that provision, 
that right to earn 10 per cent remained, notwithstanding 
the provision that when a rate control body was set 
up certain rates on certain parts of the railway would 
come under the jurisdiction of that body? Did you 
realize that? 


A. Did I realize that at some time --- 
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Q. That it still had the right to make 10 
per cent annually from the railway as a whole, before 
there could be interference even though under the 
agreement of the Crow's Nest of 1897, rate control was 
to apply only to a portion of the Canadian Pacific Rail- 
way? 

fi, OF YOR", 

Q. Now, when you had No. 5 on page 7 of these 
objectives in mind, and when you wrote that, how far 
was rate control established in the future under the 
Crow's Nest Pass Agreement -- do you know? How much 
of the Canadian Pacific Railway was it to be applied to? 

A. At this time? 

Q. Yes. 

A. Merely in the West, as I understand o> 
and in the Maritimes. 

Q. Let me suggest to you, Mr. Gleave, that 
it was to apply only on local traffic on the Crow's Nest 
line, and lines south of the main line of the Canadian 
Pacific in British Columbia, and traffic to and from 
that railway and no further. Did you know that? 

A. Well, you have just informed me. 

Q. If you had known that you might not have 
written this in quite the way you did -- correct? 

A. Well, I wouldn't say that. It might be so 

Q. Now, this is a rather interesting point 
from my standpoint, and I am referring to page 9 of your 
submission and to the marketing bill which you refer to 


there. you talk about the marketing bill arising from 
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the food products as determined by the Royal Commission 
on Price Spreads. I haven't checked this, but I accept 
this, subject to check, and you say there is an increase 
in this marketing bill of food products from 900 million 
in 1949 to 2,243 million in 1958, and I have calculated 
that to be an increase of 149 per cent. In paragraph 
30, which is on the next page of your submission, you 
talk about the total transportation factor as it was 
also determined by that Commission, and once again I 
accept your figures, subject to check; but, you show 
that increase of the marketing bill referable to 
transportation to be 109 million in 1949 to 245 million 
in 1958, and I calculate that as an increase of 125 

per, cent, Accepting my calculation, do you think Lt 
is of significance that the transportation sector of 

the increase in the marketing bill was 25 per cent less 


than the total increase? 
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A. Well, it is rather difficult to know. 

As you know also, from.the studies of the Commission, 
there has been in the handling of food a great deal 
more packaging, a great deal more of putting it into 
small packages, and a lot of gimmicks, such as your 
give-away stamp thing, and those sort of things, so I 
really wouldn't know how you would make a relationship. 

Q. What did you have in mind in putting 
this material before the Commission, to show that 
marketing costs had gone up substantially? 

A. yes. 

Q. And no other reason? 

A. To show both marketing and rates have in- 
creased, 

Qe But you had not considered the inter- 
relation of that to the fact that marketing had gone up 
25 per cent more than transportation? 

A. It wasn't our intention to present any- 
thing like that; it wasto show that this increase had 
taken place in that time. 

Q. If you had 4O per cent of your money in 
the Toronto-Dominion Bank and the balance of your. money 
was in numerous other banks, would you focus your 
major attention on the financial stability of the 
Toronto-Dominion Bank? 

A. I never worry about the money I got in 
the bank; what I worry about is what I have got on the 
farm. It is safe if it is in the bank. 


Q. It is safe if it is in the bank if the 


< \enithukes ial to. vin enreny jo 
| Ineb Seetg 8 hoor To garTbasit ony 
‘odat $2 gakdtug Yo o1om. Ieeb tsoty s isi q 

| Toy Bs. fous caatotmmty to Jol. s ‘bee | aegens fs a a 
Tee \esdtds 10 #168 sad bas .snkHd anette 4 | 
.gitfanottsie+ s exiam bivow Hoy worl’ Worl 2*abtiow = 


neat al bnim at oved-woy bib. tedW 1.9 5 > ee i i 


7 i 
¥ 
<> 


Jadd worls ‘od (nolteatimed ont sroted fatvetsm ern? 1 : 
Shae 


eyliatinstedue qu enog bed eteaoo’ ant veotrsm 
88 A | aan 


thoaset Sto oO BAA LP eo TON Be 


~t ever aotet BS gntdextem ntod woHe or 4A Hike: I 
| | . beasers 
egal od bexeblancs Jom had wor swe Oo al | 
qu Snog bad anivesdtam deat dost off oF Gans to soktalse | a 


fd 


TAS ADRES nsdd-etom Ineo Teg al 

“MAIS jnsesrq of aokinetat swo- ere JI +A 
bed sesousnl efdd dadd wore otaaw 3k ytedd sutl gnisg 
-eomtd ted¢d ab soslgq rene 

i nt YSriom -TWOY lo dn6o *9q OF bar voy II | 9 
yenom Woy To sonsisd. out bas ans& notatmod-ofnor0T eds 
“WOY auect voy biyow .einsd ssdto evoremun nt esw 
ons to ydlitdate fatonsnl? sit no noLinedss obsm 
| insd nolatmod-otnoroT 
at tog I yenom ent guods yrrow «6Ven I GA | 
ond fo Jog eved-I teriw at suods yztow I 16 
eed ond tak kt ose Bb ST 


“ANGUS, STONEHOUSE & CO. LTD. Gleave, er-ex 5640 
TORONTO. ONTARIO 
(Sinclair) 


bank is financially sound, you would agree; is that 
right? 

A. yes, 

Q. That is right, If the bank isn't 
financially sound then the money isn't safe, is it? 

A. Thateis’ right. 

Q. And so therefore if you had 40 per cent 
in the Toronto-Dominion Bank or in the Imperial Bank or 
in the Bank of Montreal or the Bank of Commerce, then 
you would certainly focus your major attention on the 
financial stability of where you had that money, would 
you agree? 

A. yes, I can concede that. 

Q. Mr. Gleave, if a government bank was 
established, and not only did it not pay any interest 
on your savings account, but charged you a fee for 
holding your money in the savings account, you would 
suggest that all banks in Canada should be nationalized 
and that there should be one big bank? 

A. Well, we haven't made any particular 
recommendations about the banks. 

THE CHAIRMAN: Youare trying to become a 
banker now, too, Mr. Sinclair? 

MR. SINCLAIR: No, I am just trying to find ou 
how far --- 

MR. BLAIR: We will end up with the Canadian 
Pacific Railway employing him yet! 

MR, SINCLAIR: Would the Commission like to 
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be put to the witness? 

THE CHAIRMAN: Oh, go ahead, Mr. Sinclair, 

MR. SINCLAIR: Q. Mr. Gleave -- pardon me, 
Mr. Commissioner Platt, did you ask something? 

COMMISSIONER PLATT: Go ahead, 

MR. SINCLAIR: Q. Mr. Gleave, do you think 
that railway labour should be paid at the same rates 
today as they received in 1899; does your union think 
that? 

A. Well, we don't particularly concern. 
ourselves with what labour received in comparative years. 
I would say that it would be impossible for a person 
to live today on what they got at that particular time, 

Q. Now, on page 17, paragraph 48, and also 
in paragraph 61 and also in paragraph 70, you deal with 
certain non-rail activities of the Canadian Pacific 
and, for instance, in paragraph 48 you refer to the 
fact that in 1959 Canadian Pacific incurred losses in 
the operation of steamships, air lines and hotels. 

Is it the position of the Farmers! Union of 
Saskatchewan that if the railways are to consider all 
aspects of their business as whole, that if under the 
circumstances that existed, to which you had reference, 
where there were losses in steamships, air lines and 
hotels, that the Farmers' Union would support an 
immediate increase in freight rates to offset those 
losses; is that your position? 

MR, BLAIR: I think that my learned friend is 


taking a paragraph completely out of context, because I 
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think if you read the other paragraphs there it ties 
Ab wit I don't want to handicap him in his cross- 
examination, 

MR, SINCLAIR: You can't handicap me, 

MR. BLAIR: I would gather so. 

MR. SINCLAIR: So go ahead. 

MR. BLAIR: It appears to me that when you 
take a paragraph like that out of its context, my sub- 
mission is that it is not fair to the witness. Now, 

I merely point that out to the Commission, and I bow 
to your ruling on matters of this kind, but I think 
* there ought to be --- 

THE CHAIRMAN: What was the question again? 

MR. BLAIR: There should be some restriction 
on this type of thing. 

MR. SINCLAIR: Q. I am asking, Mr. Gleave, 
whether if all railway assets, both in the railway busi- 
ness and the other businesses, were considered as a whole 
and as you have said there was a loss in 1958 in 
steamships, a loss in hotels and a loss in air lines, 
would the Farmers' Union of Saskatchewan in the light 
of that support a general increase in freight rates to 
offset these losses? 

A. What we are saying here in the first in- 
stance is it would merely appear to indicate that the 
whole structure should be looked at, and we haven't 
anywhere in the brief agreed to a general increase in 
freight rates. We have offered, as I say, the three 


possibilities: no increase in freight rates, and if the 
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Commission so recommends a subsidy in the operations as 
a whole -- I don't think we have offered the suggestion 
of increased freight rates anywhere, have we? 

Q. No, but let me suggest that you did state 
that all assets in the non-railway business should be 
taken into the railway business, and my question to you 
is this, and if your recommendation was carried out and 
as happened in 1958 where losses were in air lines and 
steamships and in hotels to the Canadian Pacific, would 
the Farmers' Union support an increase in freight rates 
for that reason? 

A. Not necessarily, no. 

Q. Now, Mr. Gleave, in your recommendation 
No. 5 at page 26, which is in somewhat different language 
than your recommendation in paragraph 73; these are 
the paragraphs in which you refer to nationalization, 
and which paragraph do you wish to have the Commission 
deal with, the way you put it in paragraph 735 or the 
way you put it in Recommendation No. 5 in paragraph 79? 

Ae I would say that 5 was the final recom- 


mendation. 


” 


# 


Q. And it overrides, then, paragraph 73? 

A. I didn't say it would have to be over- 
riding. 

Q. I am suggesting they are in conflict? 

A. Oh. 

Q. Which one do you want, 5? 

A. I am not making any choice. If you find 


them in conflict or the Commission finds them in conflict 
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then --- 

Q. The purpose of your Union in your 
general recommendation No. 5 in advocating fiattohatize- 
tion of the Canadian Pacific, is that so that it may be 
integrated with the Canadian National, and the Farmers! 
Union believes that as a result thereof, economic 
benefit will be occasioned to the people of Canada; 
is that correct? 

A. I don't know whether economic benefit 
would necessarily accrue or not, We don't say that 
here, What we are actually saying is if it is not 
considered possible by the Canadian Pacific Railway 
itself, or the Commission, for the Canadian Pacific Rail- 
way to continue under its present circumstances, well 
then, this course should be considered, 

Q. Now, you know, Mp. Gleave, that in 1958 
Canadian Pacific from its railway operations paid income 
taxes of some $20 million, while at the same time 
Canadian National paid no income taxes, and in fact 
had a deficit of some $50 million. That is common 
knowledge, but did you know that in addition to the 
deficits of the Canadian National Railways in the 
last twenty-five years, hundreds of millions of dollars 
of capital assets of Canadian National were written off, 
Did you know that? 

A. I know there were some, 

Q. And did you know that the Government of 
Canada borrowed money from the people of Canada and other 


investors and loaned it to the Canadian National, and the 
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Canadian National were unable to carry that money, to 
pay the interest, and as a result action had to be 
taken so that that money, the interest, was written 
off and that, indeed, some of the debt was written off; 
did you know that? 

A. That was my understanding. 

Q. In the light of the facts that I have 
just discussed, do you think thatunder control by the 
people of Canada instead of the Canadian Pacific 
management the same history might be expected for the 
CanadianPacific? 

A. Well, I don't know exactly what history 
you would expect. I don't know if you can actually 
compare the operations of the Canadian Pacific Railway 
and the Canadian National Railways in all their ramifica 
tions and conclude that one is poorly run and the other 
is well run which, of course, is what I take it you are 
driving ry 

Their origins were different; I think that 
the Canadian National Railways at the beginning -- and 
you may correct me if I am wrong -- was composed of a 
number of railroads, and some of them were already 
proceeding into the hands of receivers. I don't know 
that I can fully accept your comparison. 

Q. Let me give you another comparison, then. 
We will take the British railway system; that was under 
private management, and under aq recent government in 
Great Britain they were all nationalized and one big 


railway was put into effect, an integrated railway to 
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be run by the people of Great Britain. In 1958 this 
one big railway in Great Britain had a deficit of 
approximately $250,000, 000. 

COMMISSIONER GOBEIL: Before it was national- 
ized, do you know if there was a deficit or a surplus? 

MR, SINCLAIR: If it was a deficit, SLE LAL’ 
wasn't paid by the government, but as to a specific 
answer to your question, I think they had some years 
where they were not profitable and some years in which 
they were, 

Q. Did you also know, Mr. Gleave, that the 
estimates for 1959 of the British railways are again 
a very large --- 

MR. BLAIR: Before you answer that, I take it, 
Mr. Chairman, that this line of questioning has been 
ruled relevant? I am in this unfortunate position --- 

THE CHAIRMAN: The Commission doesn't want 
to overrule Mr, Sinclair in his questioning, but really, 
I don't see how he can expect Mr. Gleave to know the 
answers to these questions, unless he is a much better 
man than I think he is. 

MR. BLAIR: I wasn't in attendance at the 
Winnipeg hearings where this kind of questioning may 
have been permitted by the Commission, 

THE CHAIRMAN: We are not preventing Mr. 
Sinclair from asking questions, but we cannot see any 
purpose at the moment in them because we don't think 
that Mr. Gleave can possibly know the answers, so it 


is of no help to us. 
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MR.SINCLAIR: Then, very well; in the light 
of the remarks of the Commission, let me ask Mr, Gleave 
this. 

Q. If as a result of an integrated, one 
big railway, there were losses of hundreds of millions 
of dollars that had to be paid by the people of Canada, 
would that be a matter of concern to the Farmers' Union 
of Saskatchewan? That was the purpose of my question, 
and I must say that it was fairly obvious, but I am 
sorry that I had not made it clear to the witness, 

A. Well --- 

Q. Perhaps now you have had a chance to 
think about it? 

A.. 1 think it would be of concern to anyone. 

Q. Mr. Gleave, would you not agree that all 
steps should be taken so as to make certain, as far as 
one can, that that concern doesn't arise? 

ne Well, I would agree; you want the greates 
efficiency and the least cost of operation you can get, 
certainly. 

Q. And the fairest freight rate structure 
and the best management that is possible? 

A. Yes. Let us have it all, if we are 
going to be good to ourselves. 

Q. Pardon? 

A. Let us have it all. 

Q. What is the other? 

A. I said, if we are really going to create 


a good situation or be good to ourselves, let us go for 


i aan eae 


ae ie fi i ‘ait aaa me ) 


“| wotveaup ym to seoquua odd sev ded? tnswartodasiags 20 
| ms TL dud yenotvso yitket aaw ot tsaid yea tedm Topas 1 me ‘ 
saaentiw odd o¢ <seflo Jf obam Jom bed I said err0g oe 
ee few A ae 
os donnrio 8 baci ever _—_" egeneeds AB o Tomieee g 

| ,AOyNG OF MIeAK09 ‘to ed biuow Fh Aath To La | : " 
Lis, tera sargs-dom yoy blwow yovesia vam. jo 
GB ABI Bs aromnnere Sasa ih 8&8 o@ medsd sd bivoda aqose ie 
SoRings | J ineeob mreon0o Jads somal .f189 ero 


asdaora sci Strnad desea inc alba. <p daadaeebeink 
den RO MON, NOLIsragS Yo taco JaeseL sit bas youstolt ts 
| _ +Ulatstrso Hes 


stuSounte eist. tdghertt saethsd edt babii ag. yah! Me Is 


Teldéaeeg at Jedd Inomegenam Jeod edt bas 

s%8 ow It .ifs ¢f overt ab gabe oiee¥e: 4a pouty 
— {eavfesxwo 0% booy ed oF anitog 

Lie te eusebes eds yA 8! oe 

‘eusdto. added tact ct ean onsnpebpael 

| edeoxe of actos yLleny eum ow hte ubbeact emai ibnaa 
| x02 -og av. tol eu leanne 0d boog-ad 


* ANGUS, STONEHOUSE & CO. LTD. Gleave, cr-ex 5648 
TORONTO, ONTARIO 
(Sinclair ) 


the whole works. 

Q. You say it is important for this Commissio 
to keep in mind good management, efficient operation, 
fairness to all concerned and a fair freight rate 
structure in all parts? 

A. Yep. 


Q. Thank you, 


CROSS-EXAMINATION BY MR. MACDOUGALL: 
Q. I have just one question, Mr, Gleave, 
in paragraph 45, on page 16, you are referring there 
to what you assume to be the railways! approach to 
this Commission; that is, that they consider that the 
grain rates are the inequity, and you say there: 
"Members of this Association cannot under- 
stand why the railways do not willingly deal 
with the question of losses on passenger 
traffic, branch lines, etc.," 
and is it your suggestion that the railways should be 
more diligent in dealing with the question of losses on 
passenger traffic and branch lines, or some other types? 
A. Our idea in this was simply this, that 
the general impression that we get as a result of the 
press and other things is that the approach of the rail- 
ways is largely to throwing emphasis on losses or to 
the position that the Crow's Nest rates leaves them in 
without much reference to the other. 
Q. Perhaps you are not aware of the fact that 
the only statements the railroads have made so far to 


the Commission are on the one point of the Crow's Nest 
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rates; that they have given an indication that they 
intend to make further and detailed submissions in 
connection with passenger losses, branch lines and many 
other matters of a more general nature; were you aware 
of that? 

A. No. I knew there were further submis- 
sions. 

Q. Your thought there in making that state- 
ment was that perhaps the railways were just going to 
bring up this one point, and that is all they were 
interested in? 


A. yes, 
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Q. And you aren't particularly worried at 
the moment in connection with what the railways have 
been doing in respect to dealing with the problem of 
passenger lines or branch lines? 

A. We would hope that they would bring out 
the whole picture. 

Q. You are probably familiar in Saskatchewan 
with the fact that there has been a rather progressive 
programme during the pastfew years -- I know in 
Canadian National -- in reduction of train services 
and in reduction of agencies considered not to be 
required? 

A. yes. 

Q. There have been quite a lot of agencies 
at one point which have been reduced in Saskatchewan, 
I think? 

A. Yes, we have noticed the change in 
services. 

MR. MACDOUGALL: Thank you, Mr. Gleave. 

THE CHAIRMAN: I think, Mr. Gleave, we shall 
say to you that railways have been quite willing to tell 
us they will bring in this question of passengers 


and branch lines, both of them, 


BY COMMISSIONER GOBEIL: 

Q. To a question by Mr. Cooper about para- 
graph 77, “nationalization", you said that you were 
recommending to leave Crow's Nest rates as they are 
now; is that right? 
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Q. And you made somewhat the same answer 
later.on to Mr. Sinclair. One might be inclined to 
believe that this is your only reason for asking for 
nationalization, but that is not the only reason, is it, 
that you have? 

A. Well, as we say in the brief, we are not 
asking for nationalization for nationalization's sake; 
but, firstly, the reason we suggest this is to maintain 
this level of transportation for the prairie region 
because we think it is essential, If in the opinion 
of the Commission they come along and they said this, if 
they find no other -- if they come to the conclusion 
that these two railroads operating individually cannot 
effectively continue as they are, we would suggest 
that. 

Q. If we look at your brief, for instance, 
paragraph 76, and paragraph 77 -- in paragraph 76 you 
show that you recommend not only for Crow's Nest rates 
but for national policy purposes and in paragraph 77 
you show that you recommend that too, for a very im- 
portant reason, Ca aA be strict economy; isn't 
that correct? 

A. yes. 

Q. So that is already three reasons? 

A. Yes. 


COMMISSIONER GOBEIL: Thank you. 


BY COMMISSIONER ANSCOMB: 
Q. Well, I wonder, Mr. Gleave, if you would 


agree with me on this. On your suggestion that all the 
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businesses of the Canadian Pacific Railway, and you 

say any other railway, the profits or the revenues from 
it should be taken into the setting upofa freight rate - 
that is clear, isn't it? 

A. Into the overall? 

Q. Into the overall structure, In other 
words, if there was a profit on hotels, or aeroplanes, 
or submarines or canoes, that could reduce the rates 
on general freight structure; that is what you want? 

A. That is what is said, yes. 

Q. Would you agree with me, then, if that 
were done, and in view of the fact that the state railway 
has no other assets worth while, in comparison with the 
Canadian Pacific; in other words, that the reduction in 
rate that would be forced by the Canadian Pacific would 
have to be expected by the Canadian National, instead 
of having a deficit of $50 million, you have a deficit 
of $100 million. Am I clear on that? Do you agree 
with that? 

A. Well, if I understand you correctly, 
what you are saying is you might arrive at a freight 
rate on the Canadian Pacific Railway which would be low 
enough to force the C.N.R. to have a large deficit? 

Q. I don't say you might; I say on your 
supposition you would? 

A. Well, it's a bookkeeping entry. 

Q. Oh, bookkeeping entry. It is dollars, 
my friend. Will you answer me? Am I right? It is 


not theory; it is practice -- if the C.P.R. made a profit 
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which was not rail, and taken into their rail structure, 
and had to reduce their freight rates accordingly, I 
assume the Canadian National would some places run 
parallel, will they, to do likewise; and, if so, and 
when that was done, the Canadian National deficit must 
be greater than it is this morning? 

A. Well, I would say you were right. 

Q. You would say that I was right? 

A. In this train of thought, I would say it 
sounds logical to me. 

Q. I am not going to get into an argument, 
because I think I could quite easily do that with you, 
and have some fun -- we would both have some fun -- 

I just want to ask you this: you have. been asked a lot 
about nationalization. You speak quite clearly about 
nationalizing the Canadian Pacific Railway so that they 
can be integrated into one, Now, I happen to agree 
with consolidations of any businesses that are operating 
and cutting each other's throats, as a business man 
would express it, and not making a profit. But, is 
there any particular reason why the Canadian Pacific 
should be nationalized with a company that is losing 

$50 million a year? Isn't there just as much logic, 


or more logic, that the Canadian National should be free 


enterprised and joined with a successful railway? 


yo ~s 


A. Well, you have heard of business amalgama- 
tions for a number of reasons, I don't know -- in the 
first place, if you Wish to sell the C.N.R. you would 


have to find a fairly large sized buyer. But I think 
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your purpose in nationalization of the See Oe, Pveate I you 
choose to recommend it, would be in effect economies 
as to operation as to scale, That is in places where 
you have parallel transportation systems running for 
a length of time --- 

Q. I agree with you, 

A. --- and where you do, and we are starting 
out now in the area to run parallel transportation 
Systems by air. 

MR. SINCLAIR: Did the witness say ome 
of scale? 

THE CHAIRMAN: yea, he did, 

THE WITNESS: And this would be your hope 
to achieve economies with this type of eliminating cer- 
tain --- 

COMMISSIONER ANSCOMB: I amnot arguing with 
you on that. I am simply asking whether you could 
not more successfully free enterprise the state-owned 
C.N.R. than you could nationalize the free-enterprise 
C.Pok, I am asking you quite bluntly, are you related 
to socialism or free enterprise in the railways? 

A. I am strictly a pragmatist. I am one of 
the people in this day and age who has no particular 
philosophy. 

COMMISSIONER MANN: I have no questions, but I 
want to congratulate you, Mr. Gleave, on having had the 
honour of being placed in the position of being the 
witness longest on the stand without interruption. 


COMMISSIONER PLATT: Mr. Gleave, I hope that 


 goy tt ee q.0) sds 0. sottestins 


24 


oredw asosig mf ef dant s9lese 09 nial 
Pe et i 
10% — anotaye aottsdrogensy? foLtered « evstt Oy 


> ill ‘ent? 20 signet s | 


soy dtiw senge Do .Ge 


gatsaste O18 ow bis Ob Hoy STesiw bag --= A fore i: 
sili hia feffersg aut OF BOIS one oi wor tuo | 
% q 7 
. ae . ke yd amesaye ne 


esimonoos yse sasntiw env bid :ATAGOUTE oe 


.bib en yeeY « MAMATAMO GET 45) hy Ba 
eqor avoy ed -biuow etdt bak :@eauTIw Sae in Coe: . 


| “T9090 zaniisentm Efs Yo esque eins Aviw aoamonbos svotdos ot 
. 


itiw antuaie ton ms I saMO0eMA ABKMOLGEIMMOD Loan 
biyoo voy renderw gaides ylqmbe ms LT : .tedd m0 HOY fay 
benwo-sista ocd setuqredns oon? yitulessoous stom don Je 


satrgredne-sert sit esiisnoi¢sn bivoo voy msds M49 | ee 


bpedeler voy os .Yltauld sthup woy gnldas ms DT) » oe ie 
cayawitey ond nt eghuquedne est to matistooa od |. 
to sro ms I .tettengsitq 6 yitotrdea TS eS CIs | si 


aluotéysq on ess onw ess bas ysh aidt at slgoeq al i 


hOGA —— 4 
I gud .anotveeyp on Sven I >MMAM WEROLRSTNOO “ais % 

i © ont bed gnived no (oveeld a cone oatutengnc® ‘od 0 
ot edt gnted to noltteod ont 


i, ‘* ,soliqueteinat ae 
7 


ot i "dad ogo I ovsol0 aM» 


~ ANGUS, STONEHOUSE & CO. LTD. Gleave 5655 


TORONTO. ONTARIO 


honour remains with you until the close of this hearing. 

MR. MACDOUGALL: Just before you close, Mr. 
Chairman, I don't want Mr. Sinclair, who is perhaps a 
little thin-skinned about the C.P.R., to think I am 
not a little thin-skinned also. From our Canadian 
National annual report there are some figures here, which 
is an exhibit, with your permission, which indicates 
we shouldn't think of the C.N.R. as being a railroad 
losing $50 million a year. I think that is unfair to 
my client. Our annual report will show in the last 
seven years, we had a profit figure -- an LOUr).O5 
those years a profit figure as high as $35 million. 

It shouldn't be thought of as a railway losing $50 
million a year. In 1958, that was the figure. 

MR. TALLIS: I anticipate this session will 
close, Mr. Chairman, and on behalf of the Saskatchewan 
Farmers! Union I would like to thank you and the members 
of the Commission for giving us this opportunity of 
being heard, in spite of the pressure of time I know 
you are under. 

THE CHAIRMAN: Thank you, Mr. Tallis,and 
thank you, Mr. Gleave, for having come here, 

This is the last witness, and we will now be 
ready to adjourn. 

MR. DOHERTY: Before you do adjourn, may I 
extend to you on behalf of the Saskatchewan Farmers' Unio 
and the various organizations that have attended here 
our sincere thanks for holding these sittings in Regina. 


We have tried to present the views on transportation as 
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we see them in the West. We only hope that the 
hearings here have been of some help to you in your 
task.“ 

Again, may I just say thanks very, very 
kindly for your kind consideration to all these briefs 
and submissions. 

THE CHAIRMAN: Thank you, Mr. Doherty. 

We will now close, and we will adjourn to Edmonton, 
I think, in the Court House, at ten o'clock tomorrow 
morning. 

I can only say this, Mr. Doherty, that all 
the representations that have been made will receive 
consideration. We dente make any special promise; 
we cannot. We are only ordinary men, and we will try 
to apply common sense to the submissions that have been 
made. 

We will adjourn until ten o'clock tomorrow 


morning. 


~--Adjournment. 
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ERRATA SHERT 


Vol. 36 page 5793 


Line 11, the word "not" should be deleted. 


-Line 25, the word "findings" deleted and 
the word "convenience" inserted.. 


Line 26, the words "a natural" deleted 
and the words "of national" inserted,. 
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Edmonton, Alberta, 
Tuesday, 
February 16, 1960 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Well, we will come to order, 
Will the Secretary please read from the Order in 
Council. 

THE SECRETARY ; Mr. Chairman, I read from 
a copy of the Minute of a meeting of the Committee of 
the Privy Council, No. P.C. 1959-577, of the 13th of 
May, 1959. 

The Committee of the herty Council have had be= 
fore them a report from the Right Honourable John G. | 
Diefenbaker, the Prime Minister, stating that it is in 
the national interest that a comprehensive and careful 
inquiry be made with all reasonable despatch into pro- 
blems relating to railway transportation in Canada and 
the possibility of removing or alleviating inequities in 
the freight rates structure. 

The Committee, therefore, on the recommendation 
of the Prime Minister, advise that 

Herbert Anscomb, Victoria 

Archibald H. Balch, Ottawa 

Rene Gobeil, Quebec 

M. A. MacPherson, Sr., Regina 

Howard Mann, Moncton 

Honourable Charles P. MeTague, Toronto 

Arnold Platt, Lethbridge 
be appointed Commissioners under Part I of the Inquiries 
Act to inquire into and report upon the problems relating 


to railway transportation in Canada and the causes thereof, 


and to recommend solutions thereto, and in particular, 
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without restricting the generality of the foregoing, the 


Commission shall consider and report upon: 


(a) 


(b) 


(e) 


inequities in the freight rate structure, their 
incidenee upon the various regions of Canada and 
the legislative and other changes that can and 
should be made, in furtherance of national economi 
policy, to remove or alleviate such inequities; 
the obligations and limitations imposed upon rail- 
ways by law for debwokt of public policy, and what 
can and should be done to ensure a more equitable 
distribution of any burden which may be found to 
result therefrom; 
the possibilities of achieving more economical and 
efficient railway transportation; 
whether, and to what extent, the Railway Act shoul 
specify what assets and earnings of railway compan 
ies in businesses and investments other than rail- 
ways should be taken into account in establishing 
freight rates; and 
such other related matters as the Commissioners 
consider pertinent or relevant to the specific 
or general scope of the inquiry. 
The Committee further advise: 
That the scope of this Commission shall not extend 
to the performance of functions which under the 
Railway Act are within the exclusive jurisdiction 
of the Board of Transport Commissioners; 
That the Commissioners be authorized to exercise all} 
the powers conferred upon them by section 11 of the 


Inquiries Act, and be assisted to the fullest extent 
by government departments and agencies; 
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3. That the Commissioners adopt such procedure and 
methods as they may from time to time deem expedient 
for the proper conduct of the inquiry and sit at such 
times and at such places in Canada as they may decide 
from time to time; 

4, That the Commissioners be authorized to engage the 
services of such counsel, staff and technical adviser 
as they may require at rates of remuneration and re- 
imbursement approved by the Treasury Board; 

5. That the Commissioners report to the Governor in 
Council with all reasonable despatch; and 

6. That the Honourable Charles P. McTague be Chairman 
of the Commission, 

RY cB Bryce, 
Clerk of the Privy Council 
P.C. 1959-1628 

Certified to be a true copy of a Minute of a 
Meeting of the Committee of the Privy Council,approved 
by His: Exeellence the Governor General on the 22nd 
December, 1959. 

The Committee of the Privy Council have had be- 
fore them a report from the Prime Minister submitting 
that the Honourable Charles P. McTague has, by reason 
of ill health, asked to be relieved of the responsibili- 
ties placed on him as member and chairman of the Royal 
Commission on Transportation to which he was appointed 
by Order in Council P.C. 1959-577 of 13th May, 1959. 

The Committee accordingly advise that Mr. 
McTague's resignation as a member and chairman of the 


said Commission be accepted and that Murdoch Alexander 


MacPherson,Esquire,Q.C., a member of the Commission, 
be Chairman thereof. 
R.B.Bryce 
Clerk of the Privy Council 
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THE CHAIRMAN: Gentlemen, may I present to 
you the members of the Royal Commission. 

On my left is Mr. Balch of Fort Erie and 
Ottawa, who all his life has been interested in the 
Trade Union movement. 

Next is Dr. Gobeil from the City of Quebec, 
who has a PH.D. from McGill University. 

Next is Mr. Anscomb, who for seven years was 
Minister of Finance in the Province of British Columbia, 
and who comes from Victoria. 

Then, Mr. Mann, who comes from Moncton, New 
Brunswick, who is a graduate of Toronto University, 
specializing in transportation economy, and who was 
Executive Manager of the Maritime Transportation 
Commission, 

Then on my extreme left, a gentleman whom you 
may all know, Mr.Platt of the City of Regina, who has 
a Master of Science from the University of Alberta. 

It so happens that I come from the Province 
of Saskatchewan. 

Now, we have been in every province of Canada 
but one, We have been honoured in every province, and 
we are likewise, I understand, to be honoured here by 
having the First Minister of the Province appear before 
us. 

We are dealing with a problem which is most 
complex, and we are justérdinary men. We will try to 
apply commonsense to the problems, keeping in mind 


always that we are interested in keeping this great 
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country united, and keeping it as it should be. 

Now, before calling on him, I want to say how 
worried we were yesterday in Regina when we learned 
that Mr. Frawley was on the train which was in the wreck. 
Going back now some years, I think Mr. Frawley and 
Mr. Brazier, who sits beside him, are the only sur- 
vivors of the original Bar -- I don't mean the only 
survivors in the living sense, but the only ones who 
are still at ee aoe from way back in 1946. 

We were very worried about Mr. Frawley because, 
apart from the Commission, all counsel on all sides have 
had very real affection for him. And I want to say, 
and I am sure all pele us will join with me, that no 
counsel has served his province more zealously or 
with greater interest than has Mr. Frawley. Mr. 
Frawley, you are in charge of the show from now on. 

MR. FRAWLEY: Mr. Chairman,and members of: 
the’ Commission, thank:you very much for your very 
Pie) easel I am very glad bo be here this morning. 

THE CHAIRMAN: I spoke to my colleague Mr. 
Frawley suggesting that in the light of the delay and 
the accident that we would be glad to arrange for an 
adjournment , but with Irish pertinacity he said he 
would go on. 

| MR. FRAWLEY: The show must go on. 

Mr. Chairman, the Premier of Alberta, the 

Honourable E. C. Manning, is here this morning and 


will make a statement on behalf of the Provincial 
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Government. 


THE CHAIRMAN: Mr, Manning. 


THE HONOURABLE E, C, MANNING, called 


MR, MANNING ¢: Mr.-Chairman, members of the 
Commission and gentlemen: on behalf of the government 
and the people of Alberta I should like to extend to 
you, Mr. Chairman, and to the other members of the 
Commission a most sincere welcome to our province. 

The fact that yours is the third Royal Com- 
wake du in the past decade to investigate Canada's 
transportation problems and to make inquiry into the 
Canadian freight rate structure underlines the vital 
place of transportation in the national economy and 
the need to be sure at all times that our railways 
serve all parts of Canada with strict impartiality 
and that no region is subject to discrimination or made 
to bear disproportionately high freight rate charges. 
While we hold this view unequivocally we wish to make 
it clear that we recognize that railways are essential 
to Canada and they must be financially sound and 

efficient in all respects so as to perform their im- 
portant functions in the best interests of all areas of 
the nation, 

At this time I would like merely to enumerate 
some aspects of the freight rate structure which 
are of particular importance to Alberta. 

I do not propose to go into this in any detail, 


as our detailed submission will be made at a later date. 
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MANNING 
Crow's Nest Pass Grain Rates 


Counsel for Alberta has appeared before you in 
Ottawa and has made known the position of the provincial 
government in the matter of the Crow's Nest grain rates. 
He has told you that we have retained consultants and 
that, jointly with Manitoba, we propose to make a sub~ 
mission to you following the cost analysis being pre~ 
pared by our consultants. 


Long and Short Haul Discrimination 
in the Transcontinental Rate Structure 


This discrimination long has been a grievance 
in our province. We have protested against it for many 
years. iIn1927 during the General Freight Rate Invest~ 
igation, Alberta made representations against the state 
ef affairs which required our people to pay up to two 
and one half times the rate to the West Coast on traffic 
originating in Eastern Canada notwithstanding the fact 
that the traffic moves under identical conditions and we 
are 700 miles nearer the sources from which the goods 
are shipped. 

In 1949 we continued our protest before the 
Royal Commission on Transportation and for the first 
time obtained a masure of relief. The Commission re~ 
commended the introduction of what came to be known as 
the One and One-Third Rule. When low rates based on 
competition were published to the West Coast from Easter 
Ganada, rates to intermediate points - the short haul 


rates - eould not exeeed the long haul rates by more 
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than one-third. That rule was at least a degree of 
relief from the long- imposed discrimination. 

The One and One-Third Rule was nullified early 
in 1953 by a decision of the Board of Transport Commis-~- 
sioners which declared that the Rule did not apply to 
those eompetitive rates designated Agreed Charges because 
ef a conflict of language between the Railway Act and the 
Transport Act. After the brief space of about eighteen 
months, Alberta was returned to the discrimination whieh 
dates back to 1914. 

We requested the Government of Canada to intro- 
duce amending legislation to remove the conflict I have 
referred GO. The action requested was refused and in- 
stead a Royal Commission ~ the second Turgeon Commission- 
was set up. Our Submissions were re jeeten’: 

The rate structure for which Alberta contends 
in this regard has been an accepted fatt in the United 
States since 1922. I should like to quote a paragraph 
from a memorandum written by Philip Locklin, a well 
known United States transportation economist and a recog= 
nized authority in his field. The memorandum was present 
ed on behalf of Alberta to the Royal Commission on 
Canadats Economic Prospects: 

"The wider economic opportunity which 

has been enjoyed by intermountain territory 

in the United States since the virtual 

elimination of long-and~short-haul discrimin~ 

ation from the transcontinental rate structure 

suggests that similar results will follow a 


like modification of the Canadian rate structure, 
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The determination of the inter~mountain area 
in the United States to prevent a restoration 
of the discrimination against them, and their 
resistance to any efforts to weaken the Long 
and~Short-Hawl Clause of the Interstate Com- 
merce Act rests upon a strong conviction of 
the economic importance to the area of 4 rate 
structure which is free from this type of 


discrimination." 


We propose to make 4 Submission to your Com- 
mission upon Long amd Short Haul Discrimination in the 


transcontinental freight rate structure. 
Horizontal Percentage Increases 


The Royal Commission on Transportation which 
reported in 1951 made the following statement on page 


48 of its report: 


"Among those who complain of existing 
conditions, nobody expects distance to be 
obliterated; nobody asks for 4 pooling of 
freight charges. It is fully recognized 
that those farther away must pay more than 
those nearer at hand. It is the relative 
position in which the parties are left by 
the present method of applying increases in 
freight rates that arouses the protest of 
unjust discrimination. 

"It would be most unfortunate for all 


concemed if the freight rate controversies 
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of the last few years were to go on and on 
without end. These controversies have led 
to great expenditures of time and money, 

to expensive delays in the making of rate 
adjustments, and to the maintenance of an 
unhealthy feeling of unjust treatment in 
large sections of the country's population. 
The re is no reason why, with judicious 
management, the relations between the rail~- 
ways and the people they serve might not be 
as friendly in the East and in the West as 
they are in Central Canada. The people of 
eutlying regions should no longer find them= 
selves in the position they have been in so 
fer where, as appears from a study of the 
proceedings in the 21% Case, they stand be- 
tween a Board which has to say that it has 
no information upon which it can order any~ 
thing other than a flat percentage inorease, 
and the railways, who, although they should 
possess all the necessary information for 4 
reasonable planning of a fairly distributed 
increase (as is shown by the manner of their 
own rate adjusting), seem to be unable to do 


anything about it." 


At page 61 the Commission summarized the case 
and discussed the remedy, The Report said; 


0006000800 


"3, Horizontal increases aggravate the dis~ 
advantage already suffered by long haul shippers 


and consignees." 
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were eee eek 

"The railways should make studies of traffic 
conditions in all their bearings and should 
present to the Board (in accordance with the | 
foregoing precedents0O proposals showing not... 


only their maximum percentage increase re- 


quiremsnt, but also among other particulars 


--varying percentage increases on 
different commodities, 

-~-flat instead of percentage increases 
when these are more suitable, and 

~ maxima in appropriate cases in cents 


per 100 pounds or other unit. 


Special attention should be given to long haul 
traffie and to rates on basie (or primary) 
commodities. The Railways should be in a posi- 
tion to do this especially in the light of new 
statistical procedures. But if the railways do 
not approach the task ai this way, it ought to 

be the duty of the Board to see that they do so." 


After nine years the Transport Board is still 
granting permissive authorizations for rate increases 
upon the horizontal percentage basis so severely condemned 

in the Royal Commission's Report I have just quoted. 

I would not like the Commission to conclude that 
the granting of rate increases by means of the horizontal 
percentage method constitutes our whole complaint in the 
matter of further freight rate increases, We go much 


further than that. We hold the view that there should be 
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no further increases whatever until ways and means are 
found to eliminate from the rate structure all of the 

distortions - not one but all = so that in the future 

no one segment of the traffic and no one region of the 
country will bear more than its just proportion of the 
bunden of increased revenue needed by the railways to 

meet rising costs of whatever kind. 

Until the several distortions and discrimina-~ 
tions are removed from tle rate structure can be evolved 
all parts of which will bear equally the burdens of 
operating our railways then the announced policy of the 
federal govermment that there are to be no increases 
should be continued. Likewise, the statutory subsidy 
to ameliorate the condition of those shippers who use 
the class rates and the non-competitive rates should be 
continued until the current distortion and imbalance 


have been removed from the rate structure, 


Disproportionate Contribution 


to Total Costs 


The basis of our concern upon this aspect of 
the freight rate structure is well stated by J.¢.Lessard 
in his study "Transportation in Canada", one of several 
studies published by the Royal Commission on Canada's 
Economic Prospects. 

At page 88 after a reference to the fact that 
railway rates range from "as low as 0.5 cents per ton- 
mile to as high as 20 cents per ton-mile, the author 


says: 
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"Stating the principle in another way, 
the industry's overhead costs have been 
collected unequally from different types of 
traffie in accordance with the demand for 
railway service. 

"Individual rates for railway transport- 
ation, therefore, have had very little relation~ 
ship to the cost of performing individual 
services. Only in the sum total of revenues 
and expenses do rates and costs bear a reason~ 
able relationship to each other. But total 
railway costs must be covered by total revenues; 
therefore it follows that if the rates for 
certain services are less than full costs, the 
the rates for other services must be above 
such costs; hence the practice which is gener~ 
ally referred to as internal subsidization. 

The result is that a disproportionately large 
segment of railway overhead costs is being 
recovered from high rated commodities whieh 

are a small proportion of total railway freight 
traffic. ‘For example, the C.P.R. stated before 
Mr. Justice Sloan that in 1952, 85% of its 
everhead costs were recovered from 30% of its 
traffic." 

"The C.N.Re Submission to the Royal Com- 
mission on Transportation, 1951, indicated 
that about 25% of mileage failed to contribute 
anything to overhead costs while an additional 
30% was considered to be marginal. Therefore, 
virtually all of their over-head costs appear 
to be recovered from the remaining 45% of 


operations." 
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The passage I have quoted was-written in july, 
1956 or shortly prior thereto. By Woven ot of 1958 the 
situation described had reached such a point that in 
presenting the case for a 19% horizontal percentage in- 
crease in rates the Canadian Pacif ie acknowledged that 
131/24 of the requested increase would be taken from 
32% of the traffic revenue. For the Canadian National 
the comparable figures were; 13% of the increase from 
35% of the revenue. 

In the same context I should like to commend 
to the Commission the observations of Mr. L. J. Knowles, 
bavi beieuae? Transport Board, made to a committee of 
the Senate on June 17th last. Discussing the reason why 
the present pricing system exacts a greater charge for 
the movement of semi~manufactured steel for the movement 
of an equal quantity of ‘raw steel, Mr. Knowles said at 


rpage 14 of the proceedings: 


"But, Senator Smith, you have asked a 
great fundamental question in ratemaking 
that is worrying everybody today, and that 
is, the way the rate structure is made now, 
high rates are charged on high-grade materials 
and low rates on low-grade materials, and the 
higher rates are being eroded by the trucks 
and railways are being left with the low-grade 
articles which are moved at a rate less than 
the average cost of transportation. That is 
ths great problem all over the world today; 


I read it in all the railway magazines ~ 
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that is, the fact that the original method 
of ratemaking on a value basis, while it 
was very good for 75 years, is out of date 
today, and it may be that the railways will 
have to come to a more cost basis of fixing 
rates. But as long as the value of the 
service principle remains in the rate struc~ 
ture, you are going to have that situation 
existing. It is qite difficult to under 
stand for anybody who has to use the rates, 
to charge 50 cents per 100 pounds on one 
article and $1.50 on another shen the cost 


ef moving the car is exactly the same.” 


I emphasize for the Commission's consideration 
the view of the experienced Commissioner Knowles that 
the traditiona] method of rate making on ‘4 value basis 
is out of date today because the high rated traffie is 
being constantly eroded by competition, the railways 
being left with the carriage of the low grade commodit= 
ies. 

‘Mr. Knowles! remarks make it clear why Parlia- 
ment at its 1959 Session established a subsidy fund of 
twenty million dollars to alleviate the effects of the 
17% rate increase and pointedly limited the application 
of the subsidy to the class rates and the non-compe ti- 
tive commdity rates - those rates which had to take 
100% of the 174 increase granted for the express purpose 
of compensating the railways for increased wage costs. 

It is obvious that large segments of the rate 


structure are unable to bear even their share of the 


- eié'20 sci aa .aonna WVmed 

-owtte eter eft mb amtends elqtontag eotvtee = © ae 
notisavite add hana “ot gatos: 81s DOY re) 

| “rehay of tivoKTLo oftup at fi syattarme) 7 

| aBtes ent eau ot set odw yhodyas Tol baste 

ome no ehawog 0OL seq edmeo O02 epuade oF 8 FY 

| 

. 


2 , aan or : 
teao oft sede sedtons oo 08. HM bae sfettze © oF > 
Caisa od ont: yivoske el geo edt gmt vom to i 1© 
; Om 'T NM 


' sottexebision etaotamisuod oat 70 exteasign f | 

| <o rai 
$e ott se Lmonn Teno Ine treo hecmetewene erit to wety © ot | 

atasd evtev 2 fo goivan etet to hodtem Lewolt tbext ait jot 


at oltiaat beta dein att ‘extsoed Yshos etad to duo al. 


ah 
= 


ayewitar edy .soltivegmes yd bebore yLtastenoo gated 
-tiSemuos ebstg wol oft to egatauss afy détw ¢tel anted 


eel 


BR RRAR RAB RE 


“siised ydw asefo if oxfem SHLSitet te olwoad ot 


) 

to bat ybledwa s bedatidstes mo leee@ C2eL atl te taom 

edt to afoette ait evstveiis ot exsifoh sort ita yt mews 
fotieotiqes odt betimis tibet ateg fas esseoroat etst STL 

Bh An incag aalinnas ait fas egotat ake fo ext ot Yhiedve eft Yo 

exes ot bad do bidw Bets esom ~ sefset Yttboumes evit 

seogtug saexqxe eiy 101 betmsuy canoxront wre aid te Foor 
287200 agew Hhessertont zot ayswiier edt pa veaneques te 
etext sid to atnomgee egisl teat eno ido at a1 | 
edt to etene tied neve ised ot otdsay exe ewtoutts 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 5672 


increased out of pocket costs of the railways, to say 
nothing of the patent inability of those rates to make 
adequate contribution to the overhead portion of total 
cpsts. 

It seems to m, Mr. Chairman, that your Com 
mission must closely examine into the question of how 
far the value of service as the dominate factor in 
pricing transportation has become out moded, particu-~ 
larly in the area of what is largely captive traffic 
by the inescapable realities brought about by constantly 


growing force of competitive transport. 
Non-Rail Assets and Income 


Paragraph (da) in the Commissi on's Terms of 
Reference makes it clear tmt the Government of Canada 
is of the view that even at this date and not withstand- 
ing the setting up of a Uniform System of Accounts for 
the railways, there still remains the need to re~assess 
the situation. 

This question is now under examination by 
persons retained by the Province and such recommendations 
as emerge from those studies will be submitted to your 
Commis si on. 


All of which is respectfully submitted. 


(Page 5685 follows) 
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THE CHAIRMAN: Thank you very much, Mr. 


Manning. Any questions? 


CROSS-EXAMINATION BY MR. COOPER: 

Q. Mr. Premier, I understand that all the 
matters to which you have referred in your statement, 
you have included in the submission of the Province of 
Alberta to be presented to this Commission later in 
Ottawa, and that witnesses fer she province will be 
available for cross-examination at that time; is my 
understanding correct? 

A. That is correct. 


Q- Thank you. 


CROSS-EXAMINATION BY MR, HUME: 

Q. Mr, Premier, I represent the Canadian 
Trucking Association, and while it has nothing to do 
with your very excellent statement, in order to assist 
the Commission in each province I have been seeking 
to find out the answers to the matter of regulation, 
and you appear to be the only witness to be called 
in this province, and may I therefore put this to you? 

With respect to intra-provincial trucking, is 
it not correct, sir, that Alberta does not control the 
entry into that Vadusser by requiring a certificate of 
public convenience and necessity? 

A. That is right. 

Qe And also with respect to intra-provincia 
trucking, Alberta doesn't regulate rates in any way? 


A, No, we have no regulation that you might 
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call a regulation of rates in effect.in the trucking 
industry at all. 

Qo Sir, with respect to extra-provincial 
trucking, which is administered under the Motor Vehicle 
Transport Act and the De nijemens of Canada, am I not 
correct in my opinion that Alberta has a regulatory board 
and does regulate traffic into that field by requiring 
some sort of a certificate of public convenience and 
neqessity? 

A. LT am not familiar, Mr. Chairman, with the 
details of that arrangement. However, there is an 
arrangement between this province and the other provinces 
and the federal authority in that field. The details 
we can obtain, but I haven't them at my fingertips. 

Qe Do I understand also, and is my informa- 
tion correct, that extra-provincial, international 
or interprovincial trucking in Alberta does not regulate 
rates? 


A. That is right. 


CROSS-EXAMINATION BY MR, DICKSON: 

Q. Mr, Premier, my name is Brian Dickson and 
I represent the Northwest Line Elevator Association, 

At page 3 of your statement, Mr. Premier, you 
quote from the Royal Commission on Transportation which 
stated in 1951 as follows, and I am reading from the 
beginning of the second paragraph: 

"'It would be most unfortunate for all con- 

cerned if the freight rate controversies in the 


last few years were to go on and on without end, 
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These controversies have led to great expendi- 
tures of time and money, to expensive delays in 
the making of rate adjustments, and to the 
maintenance of an unhealthy feeling of unjust 
treatment in large sections of the country's 
population,!" 
Now, would you not agree that since 1951 that situation 
has continued; there have been these freight rate 
controversies from time to time, There has also been 
much expenditure of time and money as a result; expensive 
delays and so on? 

A. Very definitely. 

Q. The situation has not improved? 

A. We hope it is moving to improvement with 
the sitting of the present Commission. 

Q. you regard all this as bad for this 
country in which we live? 

A. yes, I do. I think that the transporta- 
tion industry is vital to the economy of the country, and 
as long as there is dissatisfaction in various areas of 
the country I think that is detrimental to the nation as 
a whole, 

Qo And you recognize that it is the duty of 
this Commission to try and seek the principles and 
policies which might be adopted to put an end to this 
unfortunate situation? 

A. That is my understanding of the purpose 
of the Commission, 


Q. Mr. Premier, as one who has been very long 
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and very intimately connected with this freight rate 
problem, are there any basic principles which you would 
like to mention which you think would assist the Com- 
mission in its very difficult task? 

A. Well, Mr. Chairman, it is easy to generalize 

“in these matters, and perhaps as a layman that is about a 
far as I can go, because we all appreciate the very com- 
plicated nature of some of these matters whcn you go 

into them, but it seems to me that we will never have a 
satisfactory situation in this field in Canada until 

two things are accomplished, 

One, I think it must be accepted by everyone 
that the railways are necessary to Canada's economy, 
and must be placed in a stable financial position; I 
needn't enlarge on that. Now, that involves eM Sa 
deal on their part in keeping costs to a minimum; 
efficiency of operation, and so on, and so on. The 
basic premise, in my opinion, is that because of their > 
importance to the national economy, they must be in a 
stable position, 

The second factor which is equally important, 
in my opinion, is that the rates imposed in the trans- 
portation of products and commodities must be imposed 
under a system that will eliminate from every area in 
Canada any reason for feeling that there is unjust dis- 

crimination against that particular area. 

As long Pa ed have any areas of this country 
that feel that they are bearing a disproportionate part 


of the freight rate cost, you are going to have a 
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continuation of this very thing that you spoke of a 
moment ago. Certainly as long as the railways, or if 
the railways are in a position where their financial 
stability was uncertain, then they for their own pro- 
tection must of necessity press for rate adjustments 
to correct that position. | Ii think it hinges ona 
solution to those two problems. 

Q. In your statement you have dealt with 
three questions; one, the long and short haul discrimina- 
tion; second, the horizontal percentage increases, and 
the third is the disproportionate contribution to the 
total cost. 

Is the Commission to understand that these 
are the three major problems in the view of the Province 
of Alberta which are facing the railway transportation 
industry today? 

A. Yes, I would say those three categories 
contain most of the major problems. 

Qe Is it your view that if solutions are 
found to these three problems that the problems of the 
past are unlikely to continue into the future? 

A. In my view it would be a very long step 
towards @liminating them. 

Q. Now, Mr. Premier, as a possible assistance 
in eliminating these distortions to which you referred 
in your statement, would you favour the proposal of the 
Province of Manitoba to this Commission that a central 
transportation authority should be set up to coordinate 


and control and to assist in research and planning on 
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transportation problems? 

A. I feel, Mr. Chairman, that a decision of 
that kind is something that should best come or should 
best be based on the findings of this Inquiry into 
the whole structure. 

I think the idea has merit, but I do feel 
that until the Commission concludes its hearings, and in 
the light of all the evidence it hears, that it will 
perhaps come to some conclusions along that line, It 
is, perhaps, a little premature to say that this is the 
only way of taking care of it or is necessarily the 
best way. 

. THE CHAIRMAN: Did the recommendation go so 
far as to recommend control? 

MR. DICKSON: It was a coordination of the 
control, as I recall the phrase, I am sure that Mr. 
Mauro can elaborate on that aspect. 


I think that is all, thank you. 


CROSS-EXAMINATION BY MR. BRAZIER: 

Q. Mr. Manning, as you will probably recall, 
I represent the Province of British Columbia. 

I think, probably, there is only one contro- 
versy in any way in rate matters between the Provimre 
of British Columbia and the Province of Alberta, and 
that is the transcontinental rate structure. 

Would it be the opinion of the Government of 
the Province of Alberta that the railways should be 
permitted to meet competition for the carriage of traffic 
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A. Well, Mr. Chairman, it seems to me that 
the question almost answers itself, that if, inasmuch 
if they don't meet competition, they simply will not 
have the traffic to move, 

Q. Now, going one step further, Mr. Premiers: 
you suggést that special rules should be devised in 
respect of some types of competitive rates as against 
competitive rates generally? 

A. Well, that comes back to this principle 
of internal subsidization, which is referred to in one 
of these quotations, and the extent to which that might 
be justified is something that I think only an authority 
who can examine all the ramifications of the question 
could say. | 

Q It is a pretty deep problem? 

A. I would say it is, in my view; that type 
of thing should be eliminated just as far as it is pos- 
sible to eliminate it. 

Q. Now, surely, Mr. Premier, you wouldn't 
say that we should have special rules dealing with 
competition in one part of Canada which don't apply 
in another part of Canada? 

A. Of course, that is one of our complaints 
today. 

Q « you want that sort of thing? 

A. We think it is there today; we would like 
to get rid of some of it. 

Q- Now, you will recall in 1950 and 1951 
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Railway Act of Canada; you will recall that period. And 
time that followed that? 

A. Yes, 

Q. Was it ever reported to you what the 
general result was from the introduction of that section 
of the Railway Act? 

A. I recall a number of conflicting reports. 

Q. Let me put the direct question to you; 
from the report you received was there a substantial 
reduction in the rates to Alberta following the intro- 
duction of the one and one-third rule? 

| A. On some commodities, yes. 

Q. And on others there was no change? 

A. Well, the agreed charges, of course, came 
in very shortly after, which progressively eliminated 
the effect of the application of the one and one-third 
pales 

Qo Was it ever reported to you that most 
of the competitive rates to British Columbia were with- 
drawn as a result of the one and one-third rule? 

A. I know that some of them were withdrawn; 
I don't know the extent. 

Q. And I suppose your witness who will 
appear at Ottawa, Mr. Manning, will have made a study of 
the effect it had on the economy of the Province of 
Alberta? 

A. That is right. 

MR. FRAWLEY: I hope that he will bear in 


mind when he talks about these’ transcontinentals to 
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Vancouver being withdraw, that thereAs a world of 
difference of opinion as to why they were withdrawn. 

THE CHAIRMAN : They were immediately replaced 
by something else. 

MR. FRAWLEY : AS soon as they: s6t rid’ of the 
one and one-third rule they went right back like that. 

MR. BRAZIER: Of course, my contention is, 
and I think the railways support me in this, that they 
were withdrawn originally, and because of the loss of 
traffic to other competitive forms of transportation, a 
new device had to be set up. 

THE CHAIRMAN: We will look forward to the 
two of you debating that in Ottawa. 

MR. FRAWLEY : If Mr. Brazier is counsel for 
the railway just a little longer. 

THE CHAIRMAN: I thought you said in Ottawa, 
Mr. Frawley, that the one and one-third rule was a 
dead duck. 

MR. FRAWLEY: Yes, and I think the people who 
complain about it should be charged with desecration 


of graves. 


CROSS-EXAMINATION BY MR. MAURO: 

Q. Mr. Manning, I represent the Province of 
Manitoba, and I just want to clarify particularly the 
question put to you by my learned friend Mr. Dickson. 
Perhaps you have seen the Manitoba brief, and if you 
have you will note in there that one of the suggestions 
under other matters that this Commission might investi- 


gate, is the suggestion of the Province of Manitoba that 
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there: is becoming such a multiplicity of administrative 
agencies in the field of transportation in Canada, and 
all of which agencies are attempting to administer 
national policy covering the field of highways, rail, 
air, marine and now pipe lines, 

Now, it was the opinion of the Province of 
Manitoba that the goal of national policy should be 
the most efficient and economic transportation of goods 
and people, and that perhaps the time was naw appro- 
priate for an appraisal by this Commission of some 
type of organization or authority to direct research 
and coordination, but definitely not a super board 
directing all of the transportation facilities of this 
nation, and I assume that perhaps we may hear from 
the Province of Alberta on this point either here or 


in Ottawa. 
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A. The only further comment I feel I could 
make on it at this point is, if such a body was con- 
fined to the research and advisory field, it would 
appear to me there could be considerable value and 
good come from it. Certainly, as a provincial 
government we would not be in accord with the setting 
up of any overall national regulatory body in that 
field, because inevitably it embraces poth national 
and provincial fields of transportation, which we 
think should be kept that way. 

Q One other aspect of this investigation 
which I am sure will be constantly before the Commission 
and that is the position of the Province of Alberta 
as to this matter of subsidy to tne railways. Assuming 
that the Commission comes to the conclusion tnat finan- 
cial assistance from the federal treasury is necessary, 
doestue Province of Alberta support the subsidy method? 

| A. Mr. Chairman, to answer that question, I 
think I should say in the first place that we would 
very much prefer a situation in which subsidies of that 
kind were not necessary. In principle, we don't Like 
the idea, but in this matter of the railways' position 
in the Canadian economy today, it seems to me that, 
No.l, if tne inequities and discriminatory factors 
in the application of rates can be eliminated, and the 
aggregate amount of ivenmicie accruing to tne railways 
that it is decided by the competent authorities is 
the maxdimum that can come from the goods they can 


properly handle, in the lignt of the great competitive 
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situation today, then, recognizing that the railways 
are essential to Canada's economy as a whcle, we think 
on that ground a national subsidy can be justified. 
It should be a last resort if the railways cannot acquire 
in the light of the competitive situation, adequate 
revenue to operate without subsidies. We do feel 
very strongly that subsidies should not be related to 
some paeeteuide branch of traffic. In other words, we 
see no reason for picking out one thing and saying 
that it should be subsidized, but, rather, that the 
overall position of the railways may have to be under- 
written by the public of Canada if, in the opinion of 
the nation, help is necessary to tne carrying on of 
their operation, 

Q- I might say I feel, Mr. Premier, that 
Manitoba and Alberta are very closely allied in our 
approach on this matter, and I would like to pursue one 
or two other items, and if I transgress in a field which 
you feel you do not want to discuss this morning, please 
advise, 
| Following what we have just said, the Province 
of Manitoba has stated that there are these tremendous 
burdens pete placed on the freight shipper which are 
not justifiable when a situation is created such as we 
have today where 75 dies cent or 73 per cent of the 
increases are being extracted from 32 per cent of 
the traffic revenue, One of the suggestions of the 
Province of Manitoba was that passenger losses should 


be removed from the freight rate structure, and that if 
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transcontinental or trunk line passenger services were 
deemed essential in the national interest, then Sunes 
in that field of rail transportation should be made 

up through some other source, but not extracted from 
the freight user, | Would the Province of Alberta 
Support such a proposal as that? 

A, Our thinking in that direction is along 
this line: first of all, we would like to see the 
various sectors of railway revenue -- passenger and 
various categories of other rail movements -- broken 
down and a clear study made to determine to what extent 
each of these is paying its proper share of the overall 
revenue required by the railways. Until that is done 
and that picture is cleared, we think it is extremely 
difficult to say whether there is any more argument 
to say, "This particular category ought to be aided 
rather than the aggregate." We would approach it 
from the standpoint that the aggregate is important, 
but, if you break them down into categories and there 
seem to be apparent reasons why one particular category 
is in a different position from others, it should be 
considered at that time. 

Qo I think Alberta and Manitoba are of the 
sincere opinion that neither this Commission nor the 
provinces of Alberta and Manitoba gan really fulfill 
the functions that we think have been set out for us 
unless an awful lot more information is available to 
us on the distribution of this burden in the present 


freight rate structure. — 
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A. That is our very definite opinion. 

MR, DOHERTY ; Mr. Premier, my name is 
Gordon Doherty, and I appear on behalf of the Province 
of Saskatchewan. I think we can agree that the pro- 
blems you have outlined bee as being faced by 
Alberta are also very vital in our province of Saskatche 
want, and I, therefore, nave no questions to direct to 
you. I would, however, like to compliment: you on the 
excellence of your brief and to say how very fortunate 
I think the province is in being so ably represented 
by Mr. James Frawley in all these matters in the 


transportation field. 


CROSS-EXAMINATION BY MR, McDONALD: 

Q. Mr, Premier, my name is A. D. McDonald, 
and I represent Canadian National Railways. I just 
wish to refer first to page 5 of your submission where 
you quote from J. C. Lessard,"Transportation in Canada." 
I would like to supplement your quotation by referring 
to page 88 of Mr. Lessard's book,"Transportation in 
Canada," just preceding where your quotation starts, 
and read this: 

"Railway rate policy from the beginning 

has been strongly influenced by national con- 
siderations or by the need to promote the 
widest possible development of markets by 
reducing, in so far as possible, natural 
geographic disadvantages." 


Then, on page 89: 
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"A second way in which railway rates have 
reflected national consideration is by charging 
the same rate on all lines regardless of any 
differences in costs which may exist. In 
this way railway rates have promoted the 
development of many remote areas, as well as 
the uniform growth of the country's economy 
inasmuch.as light traffic lines have enjoyed 
the same rates as heavy density lines." 

Do you approve of Mr. Lessard's cia leiieie 

A. I would say that his statement, in my 

opinion, is a statement of historic fact, but, if I might 
say this: where it is necessary for some area of the 
country to be aided, or if it is considered necessary, 

as was their concept in opening up areas and permitting 
special rates for that purpose, our view is that those 
are the situations that should rightly be an expense to 
the nation of Canada as a whole rather than get into 
some particular freight rate structure that affects 

only one particular part of the shippers. 

Q. Then, we come to page 90, following 

along in the same chapter: 

"Finally, superimposed on these three forms 
of internal subsidization are fixed statutory 
rates on export grain traffic from Western 
Canada. This traffic which normally accounts 
for approximately 30 per cent of the two major 
railways' total revenue freight ton miles is 


moved at rates (0.57 cents per ton mile) which 
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are claimed by the railways to be very close to 
their short run out-of-pocket costs. This 
means that the entire overhead cost attri- 
butable to the movement of export grain from 
Western Canada has to be recovered from other 
traffic. The transference of this overhead 
expense to other than grain traffic, much of 
which is highly competitive, improves the 
competitive position of other carriers and 
correspondingly weakens the competitive ability 
of the railways." 
Do you agree with that statement? 
A, No, I would have some reservations on 
that. I don't know whether you want me to enlarge 
on this, but to single out one particular category, 
such as the Crow's Nest grain rates, in our view, is 
giving an incomplete picture. We are convinced that 
there are quite a number of categories of commodities 
hauled by the railways that are not paying their fair 
share of the total cost of operating the lines, and 
some of them, we think, go much further than the case 
that is made out for the grain rates, and, to single 
out this one category, in our opinion, is unfair. 
Q. Would you go so far as to say that is one 
of a number? 
A. I would not even go as far as admitting 
that it has been proved that it is one, I know it is 
claimed that it is one. 


-Q. You sated that rates must be imposed unde 
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a system which will eliminate from every area a feeling 
of unjust discrimination. Would you like to elaborate 
on that-- any idea you may have on that proposition? 

s. Mie I am afraid that is pretty involved, to 
try and spell out at this stage. 

THE CHAIRMAN: You will probably hear from 
the province in Ottawa on that. 

THE WITNESS: Very true. I do attach a 
great deal of importance to this point: as long as there 
remains in the freight rate structure of Canada any 
factors which result -- and I might say rightly or 
wrongly result -- in any substantial segment of people 
or number of important areas of the country feeling 
that there is unjust discrimination, we suggest that 
that, in itself, indicates that there is something 
very unsatisfactory in the structure, It surely 
should not be impossible to devise a structure that, 
while there will always be individual shippers who 
feel they should have a better deal, would on the whole 
be such that it would commend itself to the people and 
bueieneser Canada as being as fair and equitable as it 
is possible to be. We don't think we have reached 
that point. 

Q. Then, another matter I would like to 
have your views on: in order to meet the competition, do 
you agree that the railways should have trucking ser- 
vices to coordinate with their railway services? 

A. Whether we agree or not, they have it, 


and, frankly, it has given us some concern, not because 
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there is any valid reason why the rallways any more than 
any other commercial enterprise should not be in a line 
of business of that kind. The concern it occasions 

us is the building up under one or two jurisdictions 

of the great bulk of the transportation facilities of 
the country. We think, in principle, that has grave 
danger, and that is no reflection on the railways. we 
would say the same of any business that moves towards 


a@ pretty monopolistic position in any one thing. 


CROSS-EXAMINATION BY MR. SINCLAIR; 

Q. Mr. Manning, as I think you know, I repre- 
sent Canadian Pacific, and I may say, sir, and to the 
Commission, it is a real pleasure for Canadian Pacific 
to come to Edmonton and have an opportunity of discussing 
transportation problems with you here, We have dis- 
cussed them in other places many times, and even here 
on other occasions. I, Mr. Prime Minister, would like 
to say that I have found the counsel for the Province — 
of Alberta on occasion to be most constructive and on 
occasion to be most destructive. However, I am glad he 
is back with us. 

Now, Mr. Prime Minister, I suggest to a degree 
eee the maximum benefit to Canada from its railways 
arises when there is the freest possible movement of 
the commerce of the nation, and particularly to export 
positions, at just and reasonable rates: would you 
agree? 

A. No, I would have reservations on that. 


Q. What would those reservations be? 
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A. The nature of transportation pe a 
transcontinental basis as such, and I think experience 
has shown that certain regulations of that transporta- 
tion are necessary in the public interest, If your 
premise was correct, then we should not have a Transport 
Board at all, but just let the rallways go ahead. 

Qe Well, subject to regulation in the public 
interest, that would be the only restriction that you 
would have, would it? 

A. That should be the purpose of any 
government body appointed to regulate any industry. 

5 '@,3 | And would you agree, Mr. Prime Minister, 
that all segments of traffic moving on the railway 
should stand on their own feet, if possible? 

A. If possible, 

Qo And particularly would you agree that 
all segments of freight traffic should contribute 
their variable costs or their out-of-pocket costs 
plus a fair contribution to total costs? 

Ae I think that would be a proper objective. 
Again, having regard to the reference of public interest, 
there might be cases where that would have to be varied. 

Qe Now, Mr. Prime Minister, I think there 
would be no disagreement between us on this proposition: 
that the western Canadian grain economy is essential to 
the economic well-being of Canada? 

A. That is right. 

Qo And I think, sir, that we would agree that 


if the Western grain economy needed assistance in any way 
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it should be a national obligation ¢ all the people 
of Canada; would you agree? 

A. I think that it was in the category of 
those things that could be regarded as being necessary 
to the interests of Canada as a whole, and therefore, 
as I said earlier, if in the light of the overall picture 
public aid is necessary, that would be one of the grounds 


on which that aid would be justified. 
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Q. Mr. Prime Minister, with your knowledge 
of Western Canada, you would agree also, I take it, 
that the position of the western grain grower today 
and in the foreseeable future is such that he cannot 
bear increased costSin transporting his grain to export 
positions? 

A. That would be our view, yes. 

Q. From your submission, Mr. Prime Minister, 
it is the position of your Government, is it, that 
competition is in the best interests of Canada? 

A. We agree with that principle, yes. 

Q. Would you agree that the profit and loss 
approach to business, and the incentive that gives, 
develops the most efficient service and products for 
the Canadians? 

A. yes, we arevery strong believers in the 
free enterprise system of economy. 

Q. I think 1t 1s proper to say to you, sir, 
that every party that has. ' formed . : the government 
of Canada has expressed a preference for the operation 
of the Canadian Pacific as a private enterprise. As 
Prime Minister of Alberta, have you any views on that 
matter? 

A. No. I have no criticism of the Canadian 
Pacific operating as a private enterprise. 

Q. Do you support that proposition? 

A. I have never expressed myself one way 
or the other, frankly. It is not an issue that has 


arisen. If you mean are we advocating the nationalization 
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of the Canadian Pacific, no, we have never advocated 
that. 

Q. Now, Mr. Prime Minister, there is one 
other point. The position of your government is that 
subsidies are basically wrong and should not be used 
unless there is clearly demonstrative need for such 
action to be taken; is that correct? 

A. That's correct. 

Q@. And if the interest that needed assis- 
tance to maintain a facility was local, you would 
agree, I take it, that federal subsidies in that case 
would be definitely wrong and any assistance should be 
on a local level rather than a federal level? 

A. No, I would not agree with that state- 
ment, because, again, I come back to the concept of the 
railways as being essential to the development and 
economy of the nation as a whole. And the nation as 
a whole, in the development of its economy, cannot 
divorce itself of its interest in the development 
of various areas of the country. 

To that extent, it may be something that you 
could call local, in a sense; but, if it is something 
that has bearing on the economy and stability of 
Canada as a whole, then, I think it is to be assumed 
national, and not as a regional thing. 

Q. I am sorry. We are at 
cross-purposs, sir. When I use the term "local" I 
do not mean regional; I meant purely local. 


THE CHAIRMAN: Such as. --- 
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TORONTO, ONTARIO 


(Sinclair ) 

1 

MR. SINCLAIR: Q. Let me give you an example. 
If there was a passenger train service in an area of 
j Canada, and it was losing money, and it was the view of 
: the railways that it could not operate and meet its 
P variable costs and therefore they applied to abandon it 
, and the people who were receiving that passenger train 
p service felt they wanted it, and they could not pay for 
6 it in fares, if it was to be maintained serving the 
0 local interest, in that case it would be wrong, I 
li suggest to you, to use federal subsidies? 
12 A. Well, my understanding of the hearings 
13 that are held by the Transport Board on applications 
14 for abandonment of lines, and so on, is for that very 
15 purpose -=- to enable a federal regulatory body to 
16 satisfy themselves whether a circumstance such as you 


17 have outlined has any bearing on the national interest 
of the people of Canada. I think they have to be 
weighed on their individual merits. It is hard to 


20 generalize, 


1 Qo. Sir, would you agree with this, so that 
92 the matter might be clearly delineated, that when the 
93 railways were -=- and I am not talking here of line 


24 abandonment; I am talking here of passenger train dis- 
25 continuance -- that where the railways applied to 

6 discontinue a passenger train service where it illus- 
27 trated that it was not meeting its variable cost, that 
28 it should be delineated in the statute that the service 
29 should be discontinued, unless it was proved by the 


30 persons alleging that it should be continued that such a 
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continuance is in the national interest? 

A. Well, my understanding is that is the 
general policy of the Board of Transport Commissioners 
in @aling with cases of that kind, I could be wrong, 

Qo Well, Mr. Prime Minister, I, of course, 
would not want to get into an argument with you on that. 
All I can say is that your understanding has not been 
what I have run into, 

MR. FRAWLEY: I think my friend is talking 
about where the onus is. The Board has to find out, 
has to weigh the case of the railway against the incon- 
venience to the public. My friend seems to be putting 
to the Premier that there should be a change in the onus, 
or something of that sort, as far as I can follow his 
question. 

THE CHAIRMAN: I would think ordinarily the 
Board would give some judgment as to when the onus would 
shift. 

MR. SINCLAIR: Q. Well, let me put it to 
the Prime Minister this way. Does it not, Mr. Prime 
Minister, assist when the burden of carrying a proof in 
a matter of this kind is delineated -- would you not 
agree with that -- so that the people can know by look- 
ing at the law exactly what their obligation is? 

A. Well, I think any law is a better law if 
it makes quite clear to all it affects exactly what are 
the procedures, to take advantage of its provisions. 

My understandingwas that is pretty clear at the present 
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Q. Well, public convenience in respect to 


local areas is not the same as public convenience to 
Canada, in your opinion, is it? 

A. That is right. 

Qo It is not? 

A. Not necessarily the same, It could be 
a matter that had some national interest, but not 
necessarily so, 

Q. The reason, Mr. Prime Minister, that you 
would take the position that subsidies are wrong unless 
there is a clearly demonstrated need is that, from your 
experience, unless people who are using something are 
required to pay for it, they are rather anxious to main- 
tain it; would you agree with that? 

A. I would say that was one of the lesser 
reasons. That is a factor that always comes in where 
any industry is receiving a subsidy, but I would put 
that among the lesser reasons. 

Q. But it is a factor? 

A. A small factor, perhaps. 

Qo For instance, in passenger train service, 
if it was being subsidized by the federal treasury, there 
would be an inclination to try to maintain it by some 
people, in your opinion? 

A. I think the inclination would be there 
whether it was being subsidized or not, 

Qe Don't you think the subsidies would kind 
of give it a little fillip? 


A. I can't necessarily say that is necessaril 
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the case. I think if you have a service in a community, 
the local interests of that community quite likely are 
going to become magnified out of their importance 

from a national standpoint, admittedly. But I doubt 
very much whether the fact that there was a few dollars 
of subsidy involved init or not would make any appre- 
elable difference in the attitude of the community if 
they thought they needed the service. 

Q. We can agree on this -- it certainly would 
not lessen it? 

ai No, it would not lessen it. 

Qo Mr, Dickson mentioned to you three pro- 
blems that you felt if they were solved would bring 
about this solving of all these disabilities that were 
__veferred-to by the Turgeon Commission. I think that 
was his question -- that there were these three problems, 
and you agreed? 

A. I said it would be a big step in the 
direction of their solution, yes. 

Q. Would you not think that the elimination 
of controversy over this matter of the statutory grain 
rates would be a major step in assisting for better 
understanding between the transportation industry and 
its customers? 

A. Well, frankly, we are a little at a loss 
as to why there should be any controversy over that. 
That was a definite deal made years ago, and as far as 
Western Canada was concerned was settled and remained 


settled. 
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Q. I am not going to debate that with you 
now, but at a later time. Whether you are right, sir, 
or whether some others are right, they equally, as 
sincerely as you, believe that this is a matter that 
is a substantial burdenm the railway industry, and I 
am suggesting to you that would you not agree that 
the elimination of that controversy would be equalled 
to and as important as any other major controversy? 

A. Well, let me repeat what I said a little 
earlier, Mr. Chairman -- that in our view there are a 
number of fields in which it can be debated whether the 

- railways are getting a proper contribution towards their 
total operation cost. The railways and some others 
submit that the Crow's Nest grain rates are one of those 
categories, 

Let us admit, for the sake of argument, that 
that is a proper subject of debate, but our position 
is there are probably half a dozen other fields that 
are equally, or even with greater reason, fields for 
debate on that same issue. And, to single out any 
one, such as the grain rates, and say, now, this thing 
ought to be adjusted so that it will remove all sense 
of unfairness, without touching the others which in the 
opinion of many of us are far more glaring cases than 

‘Crow's Nest grain rates, I think would contribute more 
to the feeling of dissatisfaction than lessening it. 
That is my frank opinion, 

Q. Thank you, sir, but you still would agree, 


would you, in that if these other matters -- the train 
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service, if you like; questions of how general increases 
are to be applied; questions of the justification for 
transcontinental rates -- if these are gone into, 
considered, and recommendations after due consideration 
made , that equally and with just as much impact should 
be that unbiased and judicial approach -- if I may use 
that word -= to this issue of Crow's Nest grain rates? 

A. I think I covered that on page 4 of the 

submission, Mr. Chairman, with these words, in the 
last paragraph: 

"Wwe hold the view that there should be no 
further increases whatever until ways and means 
are found to eliminate from the rate structure 
all of the distortion -- not one but all -- so 
that in the future no one segment of the 
traffic and no one region of the country 
will bear more than its just proportion of 
the burden... ." 

Qo So that you would include in that --- 

A. I may not agree that the Crow's Nest 

grain rates are a category in which it can properly 
be charged that there is discrimination, but I certainly 
do not deny the right to others to claim that. 

Q « Distortion, I think? 

A. Distortion, if you like. 

Q And that language that you have given to 

me there, I take it, is the answer to my question. 

THE CHAIRMAN: Have you quite some questions 


yet? 
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MR, SINCLAIR: No, I have one more point I 
would like to put to the Prime Minister, and then I am 
finished, sir. 

@.. At page 6, you quoted concerning the 
views of Commissioner Knowles, before the Parliamentary 
Committee on the roll back legislation bill which 
became operative in August last, and immediately 
preceding that, and placing it in its context because 
that is what Mr. Commissioner Knowles was considering -- 
the question of the application of what is the 17% 
increase case authorized by the Board. Now, then, 
you go on on page 7, sir: 

"Mr, Knowles’ remarks make it clear why 

Parliament at its 1959 session established 
a subsidy fund of $20 million to alleviate 
the effect of the 17% rate increase and 
pointedly limited the application of the 
class rates and the non-competitive commo- 
dity rates -- those rates which had to take 
100 per cent of the 17% increase granted 
for the express purpose of compensating the 
railways for increased wage costs,” 

My point, Mr. Prime Minister, is this: 
that it is a view, from a feeling in Western Canada 
that you have sensed, I take it, that they are the 
only people who are bearing increases in freight rates, 
and if not the only ones, they are bearing more. Is 
that right? 


* 


A. No, I wouldn't say that. I think the 
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Maritimes Provinces have suffered much the same kind 
of discrimination, 

Q. But your answer, then, means that they 
are bearing in the west and in the maritimes more than 
they are in central Canada? 

A. That is right. 

Qo Would you be surprised to learn, Mr. 
Prime Minister, that a test was made by Canadian 
Pacific as to the application of the 17% increase 
to traffic moving within Western Canada, class and 
commodity rates, and within Ontario and Quebec at 
class and commodity rates, and the average increase was 
approximately the same? 

MR. FRAWLEY: I don't suppose Mr. Manning 
knows anything about the Canadian Pacific's tests. 

THE WITNESS: No; I would like to see the 
whole rabies of that. 

MR. SINCLAIR: Qo Let me tell you the 
balance of the picture with respect to competitive 
rates. In competitive rates the tests showed that 
in Ontario and Quebec the increase was about 11.4 and 
in the West it was approximately the same. Would you 
be surprised at that? 

MR, FRAWLEY: I am not questioning that what 
my friend is saying is accurate, but what kind of test 
is he talking about, and how was it made, and over 
what period? It is very, very nebulous the way he 
is putting it to the witness, Now, Mr. Manning may 
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THE CHAIRMAN: I think whoever made the test 
should be subject to your cross-examination. 

MR, SINCLAIR: Mr, Chairman, I think that I 
have at least tried, for a good many years past, that 
when I put questions like that in cross-examination to 
either have the witness agree with the fact which I 
put, which I wasn't trying to do here, or failing 
that to call somebody to substantiate what I have put 
forward in cross-examination as a fact. © And I think 
my friend might have very well known that I was going 
at some appropriate time to bring a man forward who 
would explain to the Commission. 

MR. FRAWLEY: I complimented you on your 
fairness, Mr. Sinclair. I don’t know what more you 
want, 

MR, SINCLAIR: But I am asking the Prime 
Minister of Alberta --- 

THE CHAIRMAN: All you have asked him is 
whether he would be surprised. 

THE WITNESS: I wouldn't be surprised at 


anything the C.P.R. does. 
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Q. You wouldn't even be surprised if they 
were completely fair, would you? 

A. I know they would be fair. 

Q you know they would be fair? 


A. yes. 


Q. Then, Mr. Premier, let me ask you this; 
you said that the two major issues -- and I must say 
I thought you stated them very well -- and the one I 
took a note of was to eliminate from every region of 
Canada any feeling of bearing a disproportionate share 
of transportation costs. That is, any feeling; that 
is quite a job, isn't it? 

A. I was stating the goal. I think I men- 
tioned once or twice that you always have individual 
shippers or individual cases who complain, but I was 
stating what the goal should be as near as it can be 
obtained . 

Q. The goal of the income tax was to make 
everybody in Canada feel that they were bearing a fair 
proportion of the national burden. 

A. I ey Se that the Royal Commission 
here will arrive closer at its goal than they did. 

Q. Thank you. 

THE CHAIRMAN: Mr. Frawley? 

MR. FRAWLEY: No, I have no questions to ask. 

THE CHAIRMAN: Mr. Manning, thank you very 
much for having come here, I don't know if my 


colleagues have any questions. 
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BY COMMISSIONER GOBEIL: 

Q. Mr. Premier, on page 5 of your brief in 
the first paragraph you say: 

"Until the several distortions and dis- 
criminations are removed from the rate structure 
and until a structure can be evolved all parts 
of which will bear equally the burdens of 
operating our railways then the announced policy 
of the federal government that there are to be 
no increases should be continued." 

Do you suggest that until that freight structure be 
readjusted so that the burden is equal, and if this 
takes two or three years, do you suggest there Should be 
no increases? 

A. Yes, Mr. Chairman. Our feeling on that 
is rather strong. It seems to us that it is rather 
elementary that if you have a structure in which there 
are inequities, then any horizontal increase or adjust- 
ment of that kind obviously simply aggravates and 
magnifies those distortions, and for that reason we 
would like to see and feel that it is important there 
should be a complete halt to that method of increasing 
the revenue of the railways until an equitable structure 
can be arrived at, even if it means an additional subsidy 
in the interval .-- until a final solution can be 
arrived at -- because once you put the things into 
effect by rate adjustment you simply aggravate the situa- 
tion which, in our view, is already bad, and you have 


complicated your problem of altering these things at 
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a later date. 

Q. Would that mean also you would suggest 
further that until such a new rate structure is devised, 
that the $20 million subsidy that was voted last year 
should be frozen at that amount? 

A. I said that if in the interval there 
are changes of necessity and continued findings to the 
satisfaction of the responsible bodies of the Government 
of Canada that additional revenue is necessary, then we 
would prefer even to see that that would increase rather 
than, say, adjustments applied until the inequities 
are removed in the structure, 

Q. One other question, Mr. Prime Minister. 
Mr. Sinclair asked you what you thought of nationaliza- 
tion and you mentioned, I believe, you didn't see any 
objection to the Canadian Pacific Railway operating as 
a private company, and then that you never recommended 
nationalization; would that mean that you would? never 
recommend it -= you have never recommended it, I under- 
stand, but would that mean you would never recommend 
it? 

A. I cannot think of any reason for which 
we would advocate nationalization of the Canadian Pacific 


Q. Thank you, sir. 


BY COMMISSIONER ANXCOMB: 


Q. Mr. Premier, I wonder if you would care 
to answer this: whether there was or was not originally 
-- don't forget my word "originally" -- an agreement on 


Crow's Nest Pass rates, whether there is or is not now 
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an agreement or statute on the Crow's Nest bade rates, an 
if a new structure was devised in which everybody 
seemingly on paper was completely happy all across 
Canada, as you say, on a national basis, and to do that 
the rate on grain had to be raised, would you then still 
say the Crow's Nest Pass rates must apply? 

A. I think I would have to answer that in 
two parts. 

In the first place, I said in answer to an 
earlier question that it is our view as a government and 
this view, I know, is shared very widely in all the 
prairie provinces, that the agricultural industry in 
the light of present conditions cannot stand without 
impairing the national economy and an increase in 
shipping charges. That is our very, very firm belief. 

Now, on that premise, I think I would suggest 
our answer to your question primarily would be that 
there should not be any increase in these rates no matter 
whether it is carried on under the existing arrangement 
or under some other statute, and we all hold very firmly 
to the premise that the agricultural industry from the 
standpoint of its impact on the national economy and 
apart altogether from the impact on the individuals who 
make up the industry, in our view cannot stand an 
increase to the shipping rates. 

Q. Then, it does mean in the final effect 
that no matter what may happen, if you get this equaliza- 
“tion all over the nation, as I say, with everybody 


happy; you still feel that the Crow's Nest rate must 
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apply. 

Would you tell me this: what makes you think, 
Mr Premier -- and nobody should know better than you -- 
that while the problem may not at the moment be so diffi- 
cult that the grain people can pay no more, what makes 
you think in the foreseeable future -- and I want your 
definition on what the foreseeable future is -- that 
the farmer will always be in the position that he is in 
today on Tuesday morning? 

AR Well, perhaps I should have added a 
second part which I had in mind. If this equitable 
arrangement can be arrived at, we certainly wouldn't 
quibble whether the present rates paid by grain, or 
already under the existing agreement, were put in the 
same loose statute or spelled out in some other way; 
all I can say in our view at the present time, and I 
would have to say from our view in the foreseeable future, 
that maybe our thinking on what the foreseeable future 
means has different interpretations. We don't see 
how the grain shippers of Western ens can pay the 
increased costs without impairing the national economy, 
because the trend today on rates has gone on now for 
some little time, and the agricultural industry generally 
is in a rather serious price squeeze, and the forecasts 
are not optimistic. 

However, that doesn't mean that in ten or 
fifteen years, or less time, that may not change, but as 
far as we can look at the road rate now, agriculture in 


our view is facing a pretty serious economic problem. It 
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1 that 

is not/their general income isn't reasonably good, but 
, their operating costs and overhead have risen much more 
: rapidly than their income has risen, and in any business 
’ arrangement that means a rather serious and difficult 
f situation, 
6 

Q Thank you. 

COMMISSIONER MANN: No questions. 
; THE CHAIRMAN: Well, thank you, Mr. Manning, 
‘6 very much, Your very clear and definite evidence has 
. been of great assistance to us. 
12 THE WITNESS; Thank you, sir. 
13 THE CHAIRMAN: We will have a recess now. 
14/ _--short recess. 
15 
16 
17 i 
18 
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THE CHAIRMAN: Mr. Frawley, I think in view 
of the presentations we had at Regina and Winnipeg that 
we are going to stay by our hours now; that is, from 
ten o'clock to twelve o'clock and from two o'clock to 
four o'clock. Tomorrow we have an appointment with 
the Government, I understand, at one-thirty, so we had 
better make it three o'clock tomorrow. As you 
probably know, in Winnipeg we sat one night until 
eleven-thirty. We had over two hundred farmers there 
and we felt they were entitled to be heard. 

MR. FRAWLEY: I certainly am in favour of 
that. 

I think, as far as I am concerned, that the 
Farmers' Union of Alberta is coming forward, because Mr. 


Nelson, the president, has to go to Ottawa tonight. 


EDWARD CECIL NELSON, called 


DIRECT EXAMINATION BY MR, FRAWLEY: 

Q. Mr, Nelson, would you state your full name 
please? 

A. Edward Cecil Nelson. 

Q. You aré the president of the Farmers' 
Union of Alberta? 

A. That is right. 

Q. And in that capacity you have prepared 
a submission to this Commission, and would you please 
now put it into the record by reading it for the Com- 
missioners? 


A. Thank you, sir. Mr, Chairman and 
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gentlemen, this submission is not a statistical pre- 
sentation, We are aware that the Commission will be 
well supplied, if not overwhelmed, with statistics, 

We do not intend, however, to present a narrowly based 
submission, concerned only with the position of our 
farmer members. Farmers are also citizens of Canada, 
and view the problems of transportation in Canada as 
national in scope. The necessary solutions, we suggest, 
can be found and implemented only by a sincere and 
cooperative effort on the part of all segments of 

the Canadian economy. We shall try to be guided by 
this concept. 

The Crow's Nest Pass Agreement, and the 
freight rates’ on grain which are a part thereof have 
been discussed at length before this Commission. We 
believe that this is only a part of the railways' pro- 
blem, and cannot be solved by itself. It is one of 
the many facets of the Canadian transport problem which 
must be examined in an attempt to find a solution to 
the whole, 

Passenger traffic: Another facet of the 
problem is rail passenger traffic. From time to time 
news reports are made public to the effect that the 
railways are losing money on their passenger runs. 

On many local lines this is self-evident. Trains often 
run with almost empty coaches, a situation which must 
contribute substantially to any rail deficit. A few 
months ago, statements appeared in the press, attri- 


buted to officials of our railway companies, to the 
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effect that transcontinental passenger services were 
uneconomical, and would have to be reduced. We 
understand that this has not been done, due to public 
Opposition. If such needed economies cannot be 
effected, due to public opposition, then we suggest 
that the public must absorb the loss, preumably through 
the public treasury. 

Local Freight Traffic: Our observations lead 
us to believe that many local lines must operate at 
a loss in the matter of freight haul. Twice a week 
freight service, for example, cannot compete, in the 
matter of local supply, with the fast, adaptable fleet of 
trucks which are now found in every community. As a 
result, ingoing rail freight has all but disappeared 
from many of our local railway lines. 

Outgoing rail freight from our thousands of 
prairie communities is likewise drastically reduced, 
These communities are agricultural, producing mainly grain 
and livestock, The former is almost all moved by rail. 
Livestock, which makes up the othermlarge volume of 
agricultural produce, is being moved to market more and 
more by truck. We believe this trend will increase, due 
to the greater convenience, mobility and speed of the 
truck. Under these circumstances, many local spur 
lines may be operating at a loss. This problem mist 
be resolved, and still maintain satisfactory transpor- 
tation services for the people concerned. 

Wherever local lines are operating at a loss, 


we believe that serious consideration should be given 
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to progressive reduction of service, to the point of 
abandonment, over a period of time, if this appears 
necessary. The grain handling facilities could still 
be used for local storage, and the grain moved to the 
nearest line by truck, at much less cost, If the 
individual farmér's market haul is thereby increased 
it would be necessary that he be compensated for the 
added cost. 

These are examples of the problems which must 
be considered and resolved on their own merits quite 
apart from any possible losses attributable to grain 
rates, 

Grain Traffic: We believe that grain is 
unique in at least. three respects, as a freight com- 
modity . In the first place the volume constitutes 
the greatest single commodity by far, on our prairie 
rail lines. In the second place it is a very easy 
product for the railways to handle. They provide no 
warehousing, loading or unloading facilities. There 
is little danger of spoilage or damage in transit, and 
no special equipment is needed. In the third place, 
the volume of grain handled, and the location of the 
terminals means that large trains of fully loaded 
cars are made up for long hauls, with a minimum of stops 
and an optimum use of equipment, Thus Western Canadian 
grain is an attractive freight commodity, and should 
move at very low rates. We point out further that 
while freight rates are much higher today than they 


were when the Crow's Nest Rates were established, they 
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were set far too high at that time -- so much so that 
they were voluntarily reduced by ten per cent by the 
railways in 1902, and remained at this level for 17 
years. Furthermore a trainload of grain in 1960 is many 
times greater than in 1897, and the per bushel freight 
cost must be far less in terms of constant dollars -- 
assuming that our railways are making use of the most 
modern and efficient equipment and techniques. 

Export Grain and the Canadian Economy; Prior 
to the last war Canada was not a major industrial 
country . The development of our natural resources 
and the supplying of our peoples’ needs required the 
importation of vast quantities of material and supplies, 
much of which came from abroad, These imports were paid 
for very largely by the export of wheat. in 1877 
the first wheat was shipped to Britain from the prairies. 
Fifty years later, in 1927, Canada was exporting an 
average of nearly 300 million bushels yearly. The 
value of wheat exported from Canada for the past forty- 
year period, 1910-1950, was $9 billion. Without this 
stabilizing income the Canadian trade deficit would 

been 

have/overwhelming, and the development of Canada 
would have been substantially slower than it has been. 
Wheat has therefore been a major factor in the develop- 
ment of the economy of Canada, and any action which 
affects the welfare of the wheat industry becomes a 
problem of the people of Canada, not just the problem 
of the wheat grower. 


Canadian wheat for export is grown far inland 
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from the sea coasts, as compared to some competing 
countries, To keep this great balance wheel of the 
Canadian economy in a competitive position with these 
trade rivals, is primarily a problem for all of the 
people of Canada -- not for the wheat growers alone. 
This should be south in mind in the event that the 
present rail rates on grain can be proven to be in- 
adequate. 

It is our belief that this concept that the 
wheat business was of national concern was recognized 
and accepted when the Crow's Nest Pass een was 
consummated between the C.P.R. and the Government of 
Canada. In return for a commitment by the company 
to place prairie grain in an export position, at a 
price which would meet world competition, the company 
received certain cash gifts and certain valuable assets. 
The company's commitments were in perpetuity. Likewise 
the returns from the assets are in perpetuity. The 
cost of transporting the grain may have increased. 

The value of the assets and the return from them have 
also increased. In the balance of our economy these 
changes should be reasonably proportionate. 

These assets have been tremendously profitable 
to the C.P.R. and their value appears to be assured for 
a long time to come. We are unable to agree that they 
are not part and parcel of the Crow's Nest Pass Agree- 
ment. It seems certain that, if the C.P.R. had not 
built the Crow's Nest Line, they would not have acquired 


the Trail Smelter in 1898. Nor would they have 
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acquired three and three-quarter million acres of land 
fromthe Canadian Government, and another 270,000 acres 
thrown in with the purchase of the smelter and its 
associated rail line. The possession of these pro- 
perties are all part of the same deal -- the Crow's Nest 
Agreement. if any part of this Agreement is to be 
examined, then we contend that every factor of that 
Agreement must be examined, The Agreement was a 
solemn and binding contract, It cannot properly be 
changed, It can only be rewritten by mutual agreement, 
and this means a complete re-evaluation of every clause, 
National Policy and Railway Construction: 
The building of railways on the prairies was a relative- 
ly low cost programme. The comparatively level topo- 
graphy, the direct routes which this made possible, and 
the ease of grading and drainage, meant that the area 
of high freight yield coincided with the area of low 
construction costs. Conversely, we have the Pre- 
cambrian Shield of Northern Ontario, where there is 
virtually no local freight yield, and the very high cost 
of crossing the Rocky Mountains, where local traffic 
is likewise very low over large areas. Extending the 
railways across Northern Ontario and through the 
Rockies (at tremendous cost) was primarily a national 
policy, arising from the need to unify Canada. This 
cest, and the problems arising from it must therefore 
he borne by the nation as a whole, not by any particular 
segment or industry. 


The Development of Transportation other than 
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Railways: Transportation by trucks, automobiles and 
buses has cut heavily into the rail business. Air 
travel and the movement of petroleum products by pipe 
line have recently caused a further decline in rail 
revenue, Loss of rail business to these rival 
systems has been a major factor in reducing railway 
earnings. 

It is worthy to note that grain is about the 
only long haul freight commodity which has not been 
largely lost to other forms of transportation, Coal, 
the other bulk commodity produced in the West, is no 
longer an important product, Even Her Majesty's mail 
is hauled by truck and aeroplane, Trucks, buses, 
pipe lines and cars have cut heavily into almost every 
other line, But grain remains a monopoly of the 
railways. We are concerned that this situation is 
not exploited by loading a greater share of rail 
freight charges on this captive trade, 

Mechanization and Labour Productivity. 

Farm Adjustments; In our industry -- 
agriculture -- farm population had decreased by over 
one per cent per year for the past twenty years, while 
the size of the farms has increased by roughly 40 per 
cent. Since 1940 the productivity of farm labour has 
increased by 51 per cent, while the investment in farm 
machinery has more than doubled, Our wheat acreage has 
changed by as much as 20 per cent since 1950, and new 
crops have been widely introduced, as our farmers 


have tried to adapt to meet changing conditions, The 
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many thousands of farm families who have become the 
victims of these technological changes have had to make 
their own readjustments without any Outside help. 

This ability to change, to adapt to new conditions, is 
a continuing test for any individual or industry. 

Labour Adjustments: We are concerned about 
the charges of "featherbedding" as directed at labour 
unions. Are these charges justified? And how serious 
are they? Canadian farmers have been greatly disturbed 
by the recurrent disputes between the railways and the 
unions which serve them, We have often felt that we 
were the victims of these disputes, although we had 
no part in them. We realize that the railways must 
receive financial returns which enable them to continue 
to operate efficiently, and also that labour must re- 
celve wages which will provide a reasonable standard of 
living. But we do object to having the farmers left 
out of this equitable arrangement. To be specific, if. th 
wages of railway , workers are to be increased, the neces-= 
Sary money must not come from increased grain rates, 
which would further widen the disparity between the 
general wage level in Canada and the returns received 
by farmers.. We request that serious attention be 
given to wage levels, labour costs, and efficiency, at 
all levels of railway operation, For example, has the 
productivity of railway workers, at all levels, increased 
Significantly, as it has in agriculture? 

Railway Adjustments: With all due respect 


to those concerned, we ask that the management policies 
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colahin railways be carefully examined, There is a 
duplication of lines in many areas. Are these neces- 
sary? Are our railways competing where they should 
cooperate? A degree of competition may be healthy, 
but it can easily develop to a point where the result 
is only added overhead and additional cost. It would 
appear to us that a policy of cooperation, to make the 
most efficient use of available facilities, would 

serve the best interests of the nation, 

Competition and Minimum Rates: We doubt that 
unrestrained competition in transportation is in the 
best interests of the industry or of the public. In 
the trucking industry in particular, the "in and out" 
operator frequently cuts rates to the point where sound 
business operation is no longer possible, and this will 
undoubtedly be reflected in the quality of service. 

We suggest that consideration be given to the establish- 
ment of basic minimum rates for all forms of trans- 
portation as a means of preventing unreasonable price 
wars. 

Agreed Charges: We are concerned over the 
practice of setting up agreed charges by our railways. 
Do agreed charges always meet the costs involved? If 
they do, then are other shippers being overcharged for 
shipments of similar products? If agreed charges are 
not high enough to meet the costs, the loss must ob- 
viously be charged elsewhere, We believe that the 
practice of setting up agreed charges is one in which 


one form of transportation could be matched against 
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another until no profit could result to either -- an 
| unbusinesslike arrangement which could lead only to 
a worsening of the railways' financial position, 

We suggest drastic changes will be necessary 
to evolve the efficient and effective transportation 
system Canada must have, The efficiency of our 
transportation system would certainly be increased if 
it was operated as an integrated unit instead of with 
the duplication of services that has developed. To 
this end all railways in Canada, together with vide 
continental air lines should be nationalized pacts 
operated as a unit. It might very well be in the 
nation's interest to consider including pipe lines and 
long distance trucking.. 

In such unified transportation system, all 
facets of transportation could be used to the very best 
advantage, Duplication and wasteful competition would 
be reduced to a minimum. While we realize any sug- 
gestion of nationalization is not popular in a free 
enterprise economy, it is doubtful whether Canada can 
any longer afford the luxury of costly duplication and 
resultant inefficiency in its transportation system. 

As long as railways remain important to the 
overall economy of Canada, any losses which they incur 
cannot properly be charged to any particular industry, 
but must be borne by the Canadian economy as a whole, 
In return for this the people of Canada must be pro-=- 
vided with an efficient transportation, at a cost 


commensurate with the national ability to pay. 
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In conclusion, we go back to our first state- 
ment, that transportation is essential to our Canadian 
economy, and that the solution to that industry can only 
be found through a sincere and cooperative effort on 
the part of all concerned, and must embrace the whole 
of the transportation problem, not one segment alone, 

ME. FRAWLEY: — Q. Mr. Nelson, have you 
anything to add to the written memorandum you have 
submitted? 

A. Well, I think, sir, that I prefer to 
leave it to the questions and answers. There is a 
great deal that I could add, but I don't know whether 
it would really add anything to the basis of the sub- 
mission, 

Q Well, will you please answer the ques- 
tions of these gentlemen here, 

THE CHAIRMAN: -I think we will adjourn now 


until two o'clock, 


~--Luncheon adjournment. 


F 
* 
| 

. 

{ 
9 
| 

| 

| 

| 
7 
| 

| 

| 


“wee ovat aveiet mn ee | | ~ 18 
Sveti 80% muse arcoment secthinw ontt od be of antidote, 7 Ie 

tbersindwe | | 

od “saa elect: I dealt — yaotadd : gtbew » ees ier 4 tae 4 

a et wri: yevewane ons artotteenp: edd ot an ovaot 

tedateorw wom Ptah: XY dnd .bba pivos ‘® tant ineb eong Ja 


«due ost To steed edd of wutetaye bbs visor pIvow ae) . ja 


cokes ta ja 
-geup end tewens saselg soy sae yitow 48 fe | e 
. sted neneidney eeedt Yo — AME 7 
: | = ; 
wor moths Lfiw ew satdt © - :MAMALAHD SHT “on Sa } 
-toofs'o ows Ltda jer 
-taemnavobs noedoaii~-- | : 
a) ’) : LG Pa a oe ia ia | y is : 
| , : 
. ; ‘oo a 
| ~ By 7 
a 1 CON 
cs ‘ es : 


Fs pains j roneniied Ma) 


‘wiped ane anne 


“ ANGUS, STONEHOUSE & CO. LTD. Nelson, cr-ex 5734 
TORONTO, ONTARIO 
(Cooper ) 


~--On resuming at 2.00 p.m, 
THE CHAIRMAN: Very well, Mr. Cooper, 


CROSS-EXAMINATION BY MR, COOPER: 

Q. Mr. Nelson, for the purposes of the 
record, can you tell us how many members the Farmers? 
Union of Alberta has? 

A. The total membership in farm families 
at the end of last year's membership was 30,000, I 
haven't the exact figure of the odd hundreds over the 
thirty thousand, but it is a little over thirty thousand 
farm families, Of those, breaking it down into indivi- 
dual members, it was 64,000 members. 

Qo How are you organized =-- in local groups 
and then district groups and then a central organization, 
or what? | 

A, Actually, that is correct, at the local 
level, with the members in that particular area being 
eins of that local. They, in turn, are members of 
a district of which there are fourteen in the Province 
of Alberta, and the fourteen districts together make up 
the provincial organization, 

Q. I direct your attention, Mr. Nelson, to 
paragraph 3 of your submission which is headed "Passenger 
Traffic". You state: 

"Trains often run with almost empty 

coaches, a situation which must contribute 
substantially to any rail deficit," 


Does the Farmers! Union of Alberta consider that the 
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railways should be permitted to discontinue passenger 
service in any case where the railways can prove that 
the service can only be continued at a loss? 

A. The Farmers' Union believes that any type 
of traffic, either passenger traffic or freight traffic, 
should be handled in such a way as to give access to the 
best means of transportation, possibly at the lowest 
possible cost. | 

Now, if it is possible to maintain the service 
necessary by other means, then we would sugest that littl 
by little the service be made to coincide with that 
policy. 

Qo Well, you would visualize, first, then, 
in the case of passenger traffic that the railways, if 
they wish to abandon a passenger service, would first 
have to establish that they were losing money? 

A. And secondly that it would be possible to 
maintain service for the people in that area before it 
was abandoned. 

Q. Would you put the onus of maintaining 
such service by some alternative means oni’ the railways, 
or what have you in mind there? 

" I think that in this case the onus would 
have to come on the federal government, and probably 
through the Board of Transport Commissioners, 

Q. That might involve payment of a subsidy 
or allowance of some sort from the federal treasury? 

A. That is right. 


Q. Now, you say in paragraph 6 of your 
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submission: 
"Wherever local lines are operating at a 

loss, we believe that serious consideration 

stibuld be given to progressive reduction of 

service, to the point of abandonment, over 

a period of time, if this appears necessary." 
Now, perhaps you have already touched upon this topic 
when you spoke a moment ago of passenger traffic. But, 
do you consider that the railways should be permitted 
to abandon tranch lines in any case where they can 
establish that the branch line can only continue to 
be kept in operation at a loss? 

A. Well, I think substantially the same 
answer would apply. 

Again, it would be a question of being able 
to provide the bhehyente service for the people con- 
cerned, Now, we believe that if the cost becomes 
prohibitive to keep a rail line in operation, then 
some alternative should be found to that to make the 
transportation costs less, 

Q. I see you also state in paragraph 6: 

"If the individual farmer's market haul is 

thereby increased, it would be necessary that 

he be compensated for the added cost," 
Has the union in mind there payment of a subsidy or yeah 
allowance from the federal treasury as well as the 
payment with respect to passenger services discontinued 
with increased inconvenience and so0 on to the people 


living in the area? 
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A, In cases where this cost becomes unneces- 
sarily high or that is, I would say, indiscriminatorily 
high, because I think that we must recognize that people 
were originally asked to fill in areas that were open 
for settlement and, as such, the responsibility then 
falls on the people of Canada to either maintain those 
people on the same basis as diypods else, or relatively 
s0,0or make provision for a change of some kind, bearing 
in mind always that we want to provide transportation 
facilities that are necessary to do the job to get 
the product to the markets. 

Q. Well, perhaps you would say, though, that 
if it is in the public interest for unremunerative 
passenger services and branch line services to be kept 
in being, then there should be some subsidy to com- 
pensate the railways for loss of revenues; is that the 
situation? 

A. That is correct. 

Q. On page 3 you state, at the top of the 
page, the last sentence of paragraph 7: 

"Furthermore a trainload of grain in 1960 

is many times greater than in 1897, and the 
per bushel freight cost must be far less in 
terms of constant dollars -= assuming that 
our railways are making use of the most modern 
and efficient equipment and techniques." 
Now, it may be, Mr. Nelson, that you are not able to 
assist the Commission in this matter, but if you can, 


can you give the Commission an answer to this question: 
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Do you consider that the railways are in fact making use 
of the most modern efficient equipment and techniques? 

A. I believe that essentially the railways 
are changing over, shall I say, to the best equipment 
and the most modern techniques, but we question whether 
they are making use of all the facilities in this regard, 
and that is thereds a possibility that we are duplicating 
services in some areas, including the transcontinental 
runs that might very well in some manner be used to 
better advantage. 

Q. But that is the only specific example 
that you can assist the Commfssionwith, where the rail- 
ways may not be making use of the most modern and 
efficient equipment and techniques, and perhaps that 
goes rather to coordination of services rather than 
efficient equipment and techniques? 

A. I would say yes. 

Q. Now, on page 4 you have a figure there 
in paragraph 10, after speaking about the Crow's Nest 
Pass Agreement. You say in this sentence: 

"Nor would they have acquired 3 3/4 

million acres of land from the Canadian Govern- 
ment, and another 270,000 acres thrown in with 
the purchase of the smelter and its associated 
rail line," 
What is the source of that figure of 3 3/4 million 
acres of land and also the source of the 270,000 acres? 
A. The source of the 3 3/4 million acres of 


land is taken from a booklet put out by the Alberta Wheat 
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Pool, under the authorship of Leonard D. Nesbitt, which 
to our knowledge has not been disputed to any extent, 

in which he says -- and this could be construed -- 

the terminology may not be entirely correct in our 
statement -- but this is the way it is here: 

"The Province of British Columbia, anxious 

to obtain the Crow's Nest Line, gave a grant 

to the company of 3,620,000 acres of land, 

including mineral rights." 
This would indicate that the land was donated by the 
Province of British Columbia, and not by the federal 
government, 

Q. Is it your understanding that that number 
of acres of land was given by the Province of British 
Columbia as part and parcel of the Crow's Nest Pass 
Agreement? 

A. It would appear that it was part of the 
Agreement, but that it was not one that the federal 
government entered into, but was in addition to the 
federal government's submission. 

Q. Now, according to my information, and I 
might refer you on this matter to the report of the 
Turgeon Commission, where the Commission deals with the 
Crow's Nest Pass rates, and the benefits that the railway 
obtained are set out there at page 239: 

"The line of railway was built, the 

government paid the company a subsidy of 
$3,404,720, and the agreement concerning 


freight rates became fully effective on 


rte 


gatas 


| ; ' ; “ nN) ni h 


a 


| ed? yd beganob eew anual anid por ismataeat biuow abst? 7. i, 
| fevebet ott yd stom Bas yet mul ot detabse to sontvor’ | ; | 
| xedmin stadt dade gatbaetarohe 


| pietdtue 20 somtvesg) ed eth mevitgy emnrbaRL 20, 2enom To » |, 
| gael daok a twort ait to isousg bas treq en abdawlod Nas _ - 


| add to tvsq esw dt sect ceeqge Bivew 3T | A 


ens ent teadd sero ton gaw ot ted? gud _daomeetaA | 
| ert o¢ molétbbe nt asw tod ,odmt ROE A) PRET HOD { 
totes tmdse tt eenirpmenmy hort 

i fae mod daumere tea yr ae golbyesas wont “& 
odd Yo tuoges ef? oe vottem ald¢ so soy 19 ten Sdgia 
ent tidtw efeeb noted ttaet exit oxedw .woleatmmod noegiwT 
| vawlter etd éact attlened ont bam yeeten eaet deel) a{word 


oid (ditud eew yawlken te embhedh’yo ot sot Peg 


| 
| 
| 
| 
| 
| 
| 
| 
| | 068 ogee de oterit two Yeu oe beatstdo 
| 1o ybtadve @ yasquos oft bieq dapmuerevoR) iy 


“ ANGUS, STONEHOUSE & CO. LTD. Nelson, er-ex 5740 
TORONTO, ONTARIO 
(Cooper ) 


September 1, 1899," 

Then, on page 204, in the last sentence of 
the first complete paragraph on that page, this occurs: 

"Moreover, the completion of the line 

entitled the company to a grant from the 
government of British Columbia of 250,000 
acres of land in that province; but here Lt 
must be noted that out of this grant the 
company agreed to convey, and did convey, 
50,000 acres of coal-bearing land to the 
Government of Canada." 

Did I understand that you considered or 
were under the impression that this 3 3/4 million 
acres of land was a part of the Crow's Nest Pass 
Agreement? 


A, That was our understanding, yes. 


Q. What about the 270,000 acres which you 
mention also in that sentence that I have referred to? 

A. This reference to the 270,000 acres is 
taken, of course, from the Winnipeg Free Press of 
December 16th, 1959 -- a press release on the Crow's 
Nest hearings, giving access to it, and the land grant 
of 270,000 acres earned by the rail construction. Now, 
this is in connection with&é 33-mile long rail link -= 
the Columbia and Western Railway. It is in conjunction 
with some of the property acquired, we understood, or 
in conjunction with the original deal. 

Q. When you say the original deal, are you 


referring to the Crow's Nest Pass Agreement? 
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Q. But, in any event, that is the source of 
the figure --- 

A. Yes, that is right. 

Q. That 270,000 acres that you have given 
there? 

A. That is right, yes, 

Q. In paragraph 12, this sentence occurs: 

"Coal, the other bulk commodity produced 

in the West, is no longer an important product," 
Now, my information is that a good many tons of coal 
are produced in the West, and I just wondered the source 
of that statement. 

My information is that there is about 2} 
million tons per year of lignite in Saskatchewan, and 
perhaps in excess of 3,000,000 pie ans year produced 
in Alberta and British Columbia? 

A. Well, we were speaking in terms,of course, 
of comparison with the importance of coal in the past, 
as it is at the present time, and looking into the 
future, considering the conversion in many cases from 
coal to oil and gas. And our feeling was that this 
conversion might very well continue to a point where 
coal would be a relatively small portion of any freight 
haul. 

Q. Perhaps that statement, then, although 
expressed in the present tense, rather looks to the 
future ; is that correct? 


A. That is more correct, I think, 
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Q. Now, in paragraph 13, on page 5, you 
have a number of figures there; 

"In our industry -- agriculture -- farm 

population had decreased by over one per cent 
per vear for the past 20 years, while the size 
of the farms has increased by roughly 40 per 
cent." 
And, then, you go on with other figures. What is the 
source of those figures? 

A. These are largely DBS figures. 

Q. DBS? 

A, ‘Yes, 

Q. But not entirely 80? 

A. Well, DBS, of course, gives specific 
figures for specific terminology. These were for the 
purposes envisaged here -- just lumped together wherever 
it was necessary, just to make a picture, actually. 

Q. Was there any other source other than DBS? 

A. No. 

Q. Now, you say there also: 

"Our wheat acreage has changed by as 

much as 20 per cent since 1950." 
Am I to understand from that statement that the wheat 
acreage is as much as 20 per cent less since 19502 

A. Wheat acreages were reduced after 1950, 
and land put into other crops, such as small seeds, and 
things of that nature. And it has continued so up 
until last year, when there was an increase in wheat 


acreage, but still not anywhere near the figure of 1950. 
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Q. You mention "new crops", and you have 
mentioned one. Can you enlarge on that and just indi- 
cate what new crops ean now be grown on the acreage which 
was previously growing wheat? 

A. Well, -rapeseed, of course, is one of the 
new crop that has come into prominence in Western Canada, 
In some isolated areas, sunflowers, various seed crops 
that enter, of course -- I think that there has been 
some change in the coarse grains as well; but, largely, 
these small seeds are the ones that make up the new 
crops, changing from the wheat acreage, 

Q- And largely «rapeseed? 

A. Yes. I think «rapeseed is the largest 
percentage. 

Q. In paragraph 16 on page 6, you say, in 
the last sentence: 

"We suggest that consideration be given to 

the establishment of basic minimum rates for 

all forms of transportation as a means of 

preventing unreasonable price wars." 
Is the Farmers’ Union there suggesting some overall 
regulatory body that would be charged with the duty of 
fixing rates for all agencies of transportation, at 
least, minimum rates? 

A. The Farmers! Union, of course, are only 
Suggesting that this appears to be something that is 
necessary to keep freight rates from becoming shdecre: 
The organization has not studied ways and means by which 


this could be brought about. It might be done in a 


aqots bees auoltay “erent ese + eee: | 
‘nved tat sted st ath B= eansioo 0 xsd. naz | 
Mlegtal dad ilew es anterg. sets0o edt mt egasdo omoa 7. o. 
ver sai ous iam Yael? Bad shld eae ebewe/Lteme Suen | te 
Ti onde tesiw ond aiasl antgasde: 0070 | 

alana viegnel . brah oo 
taogrel sult ak hewmen? oink t a oe mat 
oe 38 a let | 
at yse soy 3 sueq tte Qf dgemgereg at 6 GS : 
:eonodmes taal eae | ‘b 


7 
‘= 
a. 
7 


so ilitiais ad aoterebhbende tend. tesguee ow". 
‘sot seten sutiinta olesd 0 snemletidetae sat 
{Oo sane # as no ttsdroqanstt to smxot fis ; tes | 
" o2mw sobig sidsmoasetme gatdneverq | jrs - 
[Letevo emoe snidaeggue axedd oobay 'etsarst edd at) jss 
So ytub edt cidfiw pogrsdts ad bivew tadd bod qrodaluget ES 
36. ohtad oqanand to selonegs Lis 101 sever getxtt | 
fesdax muntninm .sesel hee 
vino O18 (Satuo9 To yHolal ‘evremre? off A in b jas 
at ¢adt gatcvemos ed o¢ exaeqgge atdd candi gatdesggua y | 
,stvoatlo yatmosed mort nedae tigken’? qeerl oF rissa’ 
tioldw yd. snsem bas eysw belbude’ ton set, nob¢ssiasgto | | O¢ ae 
s nt enob sd tagtm JD, soot sguons be ant ft | 


“ ANGUS, STONEHOUSE & CO. LTD. Nelson, cr=-ex 5744 
TORONTO, ONTARIO (Cooper ) 


manner such as you suggest, but on the other hand it 
might be done by other means as well. 
Q. Paragrah 18, also on page 6, you say: 
"To this end all railways in Canada, 
together with transcontinental air lines 
should be nationalized and operated as a 
unit." 
Stopping there for the moment, may I ask if there has 
been a formal resolution of the Farmers! Union of 
Alberta to the effect that all railways in Canada, to- 
gether with TCA, should be nationalized and operated 
as a unit? 
A. The policy of the Farmers' Union of 
Alberta has always been that wherever it is to the 
nation's best interest to so do that, and where a 
monopoly might exist, that nationalization might be 
in the best interests of the people as a whole, and 
for this reason it has always been a policy of the 
organization. 
Q. Not nationalization, as was said in 
Regina, for nationalization's sake, but you consider, 
or the union considers that nationalization would lead 
to better efficiency? 
A. Better, providing services necessary 
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Q. Does that apply, as I presume it does 
from what is here, Mr. Nelson, also to the pipe lines 
and long distance trucking? 

A. yes, that is right. Of course, here we 
are visualizing the fact that it requires so many 
dollars and cents to provide the service necessary in 
the transportation of goods and services, and the pur- 
pose naturally would be to set up a transportation -- 
whatever is necessary to transport goods and services 
in such a way that you make use of the most efficient. 
part of that total operation, and we don't believe it 
can be done any other way than through nationalization, 
It might very well take in pipe lines and any other 
facilities necessary. 
| Q. Thank you, 

MR, HUME: PP a var, Mr. Nelson, apropos 
of Mr. Frawley's remarks about the handsome gentlemen 
at the council table, let me assure you that as the 
questions move from the left hand side to the right hand 
side that the questioners get more handsome , but the 
questions get tougher. 

MR, SINCLAIR: Flattery will get you nowhere, 

MR. HUME: And when you finally get to the 
Commission themselves, you will realize fully my re- 
marks. | 


MR, SINCLAIR: Flattery will get you nowhere. 


CROSS-EXAMINATION BY MR. HUME; 
Q. So that I may identify my interest and 


duties to you, my name is Fred Hume and I am representing 
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the Canadian Trucking Association. 

There a two or three matters which arose 
in your brief which I would like to discuss with you, and 
the first appears on page 2. Now, if you don't mind 
turning to paragraph 4 in which you said in your brief 
in making your point. about the increase in local traffic, 
you say: 

"Twice-a-week freight service, for 

example, cannot compete, in the matter of 

local supply, with the fast, adaptable fleet 

of trucks which are now found in every com- 

munity." 
My question, Mr. Nelson, is whether or not in your 
Province of Alberta, where I presume your members repre- 
sent most of the areas of the province, that in your 
province there is a fairly extensive service by truck 
lines to the various communities in the province? 

A. To the best of my knowledge truck service 
is available in practically every part of the province. 

Qo And do I understand the point which your 
brief is making is that because of that fact, and with 
the adjectives that you use with respect to the use of 
them, that this is having, as I understand your brief, 
an adverse effect on railway freight revenue? 

A. It doesn't appear that the railways are 
able to compete with the trucks, possibly because of the 
added service that the trucks are able to give to the 
people along the line. 


Q. By "added service", Mr. Nelson, you raise 
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the next point I was going to discuss with you. Would 
you agree, sir, as a farmer, that the use of competitive 
means of transportation such as the trucking industry, 
that there are factors other than rate that determine the 
use of the trucking industry, such as flexibility, as 
you say, and service and the availability of the trucks 
to move into the farmer's back yard and so on? 

A. I think it is a question that deals 
primarily with change, and the trucking industry has 
certainly brought a change in the trend and in the use 
of a lot of transportation facilities, and certainly the 
ability or the mobility of trucks has brought into use 
a different principle than the farmers were used to in 
the past. 

Q. Then, may I go from there to ask you 
this. Most Alberta farmers, I ppesume, own one or more 
trucks for their own use? 

A. I don't know whether I would go so far 
as to say most of them do. 

Q- But a great many do; will you agree with 
that? 

Ae Oyesy 

Q. And that one of the factors that they have 
considered, is that it is just not the "for-hire" indus- 
try, but a great many farmers are now able to provide 
their own transportation with their own vehicles in 
bringing supplies back to the farm from the nearest 
shopping centre, and in carrying their livestock and 


grain to the dispersal points; is that not so? 
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A. That is true, 

Q. im paragraph 6 of your brief you say: 

"The grain handling facilities could still 

be used for local storage, and the grain moved 

to the nearest line by truck, at much less 

cost." 
Are you referring there to the use by a farmer of his own 
truck, by the for-hire industry, or a combination of both? 

A. We were thinking in terms of the for-~-hire 
industry, actually, because it becomes a question of 
cheaper transportation, and it would of necessity require 
a different type of transportation than the farmer is 
able to provide for himself. 

Q. And is it a fact, Mr. Nelson, that haulage 
of grain to the nearest line by truck -- is it cheaper 
by the for-hire industry than any other method which 
you now use? 

A. I am not sure I get that question, 

Q. I say, is what you envisage in your answer 
in this quotation, ie cost by the use of the for-hire 
industry which you just mentioned, is it in effect in the 
method now being used? | 

A. It would, in fact, be cheaper to the 
people concerned, but we have not analysed it far enough 
to say that by including the cost of highways that we 
know exactly where the line might be drawn. 

We are only suggesting here that a seas be 
made of this type of change, and that if this is shown to 


be cheaper as we feel that it could be, then that mode of 
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transportation might be used than the local or the spur 
lines. 

Q. May I ask you to look again at paragraph 
6 and at the last sentence of that, and I may be just a 
little dense*but I don't understand it, I can't recon- 
cile the two sentences which you point out: "., .., 
grain moved to the nearest line by truck, at much less 
cost," and your final sentence says: "If the indivi- 
dual farmer's market haul is thereby increased, it 
would be necessary that he. be compensated for the added 
cost." 

Will you explain what you mean by that? 

A. Here, of course, I may have to use an 
example to show you what I am thinking of. Normally, 
with the rail lines in existence, the farmer is required 
to haul his grain a certain distance to get it to market. 
Now, if you were to take that rail line out of existence, 
and by so doing make it necessary for him to haul his 
grain, say, one hundred miles.or sixty miles further 
than he hae to haul it before, and that would be a 
discriminatory higher price for him to get his grain to 
market, and we feel that either tne railways or the 
government should provide a means of transportation 
from the original market point, which would be from the 
elevator in this particular case, 

Qo Now, just arising out of your remarks, 
does much grain move by truck in Alberta, say, distances 
in excess of one hundred miles? 


A. I have no figures to show you the actual 
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amount of grain that has moved that distance, but in 
the past four or five years, with the heavy movement 

of the grain that has been taking place, because of the 
excess production in certain areas and a shortage in 
other areas, a large amount of grain has been hauled 

by that method, but I can't give you the figures. 

Qo In any event, in the province of Alberta 
the trucking industry and the private truckers are 
permitted to use a tandem truck, which is not allowed 
in some provinces; in fact, I have seen one since I 
have been here, 

A. wes. 

Q. Is much grain hauled by the tandem 
truck? | | 

A. In certain areas quite a lot of grain 
has been hauled in the last three or four years. 

Q» As a farmer you know that this is quite 
an extensive movement in the United States where the 
rates are on a little different basis? | 

A. Yes, that is right. 

Q. And that the hauls are, in some cases, 
in the United States considerably in excess of several 
hundred miles? 

A. I am not aware of that. 

Q >» Now, sir, would you be good enough to 
turn to page 4, and the only question I want to put 
to you about paragraph 12 is that you say in your 

“opening sentence in paragraph 12: 
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and buses have cut heavily into the rail business", and 
I just want to, for the purposes of clarification, 
have you agree with me, if you will, that the competi- 
tion to which you refer so far as he eeuckine industry 
is concerned, is not only the for-hire trucking industry, 
but the ability of the farmer and the manufacturer to 
provide his own transportation in his own truck. 

A. For competitive purposes, yes. 

Q. So that it is not just the industry that 
I happen to represent here; it is everybody who has 
the ability to buy a truck and provided he is moving his 
own goods in his own truck. 

A. Yes. 

Q. And in this province, if you are moving 
somebody else's goods for compensation, you have to be 
licensed under the Provincial Regulation. 


A. Yes. 


Q. Finally, Mr. Nelson, if you would be 
good enough to turn to the top of page 6 where you make 
sad ae suggestion with respect to minimum rates, and in 
order that I may just understand it, may I paraphrase 

' what you are trying to say as this, and if I have 
paraphrased it incorrectly, please correct me; what 
you are suggesting is that instead of regulatory bodies 
who do regulate rates by putting a ceiling on them, 
what you are suggesting is they put a floor so that | 
competitive forces, or whatever it was, could not 
reduce transportation costs below a certain minimum. 

A. Well, I think you are essentially 
correct, except that we are not particularly concerned 


with the maximum or the minimum here, but we are 


1 Baa By, * puontuars then. eid ont ‘etvaed deo 9 vel Bt 
‘aotdsorttusre 26 newer, on? aot ot Jaaw 
-ngeqme sit nl ate Sey ay om Ate wa 
ure sibert gritsonain od as ast oe wotet woe aatae — 


ak reratoetueam edt here ait aif te wattiss at ae 


‘3 
) 


dowd wo ety at cotsed soquasst neo eta obh 
| .29y ReROgING svidideaqHe 2 to Pass, 
| tadd yerdeatbert iid. igi Jom el tt teit of ed | 
| are asid ostie yhodyrsyvs ci Jr ;ented tftee mainte es coqaed <4 
| etal anes ak eel bebiverq bis Sound 2 yd ‘et eititds ‘ena. 


oe ond awe uth at aboos a C 
7 Orn ay Fae 
Bey ee 


{ git VOR SIS, WOE eB 2m POLLEY © ie 8 ales pot ‘Brsh «2 
| | q 
ad, Oo ev sey .jceldsennunioo “ot aboog e'sslea vbogemon | 
} : . 
{ : “te 7 
| aoitatwraes LIatontvert sat cebay pennsohl 
a en at A 
i . . | i | mA 
ed Bisow soy Bt wwoafew .tM .eitaaky. «<P 
| elem voy otedw 2 egeq to god orld of omessd ot dgwene boos 


oat Bum .eetax awinkects: of Jooqserr aviw ap tteegaia TOR 
essuigexsg I vem .32 Baaterebow Teal yor TI sadd “abr 


an 


evyei I ti bas .aidd ee Yaa oF gales one. MOY tente 


sel ,em toate o of wane eels osxte oct rv’ ponsuiqexsg 


wend ¢rote! meen to ba: avant tadd af gittteegare Or8, yOu 


‘4. 


a 
wmedt oO satites s gat? tue ve aetst a aa fol ob one | 
: 4 | ag v1 
‘Jed? op toolt s geq yedd al anttecage ons sot gacw ls 
; ae 7) 
; ne % 
en bisroo am +t vevededw ro s0dt0t ovidiie vn peal 


¥ 
mmtote aieizes s woled eteoo coniedveqaaet | 


ne * tae 


‘ylistiaes: 19 OTS FOX tarnt I a ae oe 


< wt. 


us 
y. = » ; 


~ ANGUS, STONEHOUSE & CO. LTD. Nelson, Ccr-ex 5752 
TORONTO, ONTARIO (Hume ) 


rather concerned with the facilities made available that 
the lowest possible costs of bringing the goods and 
services be embodied in it. It would be simply a 
question of suggesting that possibly agreed rates are 
not compensatory in themselves, and that they have a 

bad effect on the overall transportation problem, and 
this is the thing which we want to try to avoid as much 
as possible. We want to put it on a businesslike 

basis where proper remuneration is provided for whatever 
facilities are used and required. 

Q. Mr. Nelson, the sentence in your 
paragraph 16, as I interpret it, has a suggestion to 
this Commission that they consider the establishment 
of basic minimum rates for all forms of transportation 
as a means of preventing unreasonable price wars, and 
I further read that sentence as indicating you don't 
want competitive forces to bring down transportation 
costs, and in place of that you want a fair price, 
below which they would not be permitted to go. To 
quote your latiguage, you say, "preventing unreasonable 
price wars"? 
ek. hae to right. 

ae? Does the farmer's union have any juris- 
diction where such a floor price on transportation as 
that has been put into effect or tried in any country 
or anyplace in Canada? 

A. No, I couldn't give you any idea. 

Q. Ié ts 4 new idea with respect to regula- 
tion, I take it? 


A. I don't presume to provide new ideas 
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at all. It is an idea. 

| Q. You siete out the trucking industry 
as an example of what you are trying to accomplish, 
when you point out, "the ‘in and out! operator fre- 
quently cuts rates to the point where some business 
operation is no longer possible", and this reflects 
on service, and I presume it is as true in Alberta as 
anywhere in Canada, that if a truck operator gets his 
rates to the point where he cannot operate economically, 
he goes bankrupt. 

A. That is right, and the same thing 
happens in farming. 

Q. That is quite right. It is not quite 
the same thing as some of the other modes of 
transportation have, is it? 

A, No. It is the same thing as it is with 
farming; if you have enough reserve behind you, you 
can operate at a loss for a considerable length of 
time and still stay in business. On the smaller 
operation you go out. 

Q, In the case of Canadian National 
Railway, if they cut rates to a point, to quote your 
brief, they dont? necessarily go bankrupt as the farmer 
or the truck operator does; is that not so? 

A. Not as long as they can operate and 
get resources from other places. 

Qs Well then, the quality of the service you 
fear will be affected doesn't last very long because 
the operator will disappear from the scene. 


A. It may or may not last long. It would 
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depend largely on the type of operator, and I think our 
main concern is not so much what happens at that parti- 
cular time, but what happens to the overall picture in 
the long run. 

Q. Mr. Nelson, arising out of that, do I 
interpret this sentence in your paragraph 16 as being 
a reflection of the experience in Alberta? In other 
words, are there many "in and out" operators in the 
trucking industry who cut rates and give poor service, 
or is your trucking service generally good and are your 
truck operators on the increase? 

A. We don't have any figures to go along 
with this; we merely go by experience as we see it 
around us. It is still true that there are some 
truckers that go out of business. I don't think that 
it is as noticeable today as it was ten years or more 


ago. Certainly there are more trucks and truck 


companies in the business, or at least there are more 
trucks in the business all the time. 

Q. And the truck registrations are increas- 
ing in this province? 

A. That is right. 

Q. And the amount of goods is steadily 
increasing as you said in your brief? 

A. ves. 

Q. In paragraph 18, when you suggest 
nationalization, I don't wish to get into any argument, 
but what do you define as long distance trucking and 
where would you draw the line between the line which you 


nationalize and let run free? 
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A. This, of course, is something that would 
have to be determined after a long and careful study. 
We are not prepared to lay down any particular line or 
any particular rules; ali, we are concerned with is 
efficient transportation necessary to move the nation's 
goods. 

Q. You are suggesting that it might be in 
the nation's interest to consider, including pipelines 
which presents no problem, -- that would be on pipe- 
lines, I take it --= but you qualify trucking as refer- 
ring to the long distance trucking, and I was wondering 
if your union had any ideas on what you meant. For 


example, Trans Canada Highway Express and Midland are 


two companies running from Edmonton to Montreal on a 
daily service. 

Bp Yes. 

Q. Would you call them a long distance 
trucker? 

A. Yes, naturally. 

Q. What about the trucking concern that is 
serving between Edmonton and Calgary; is that a 
long distance trucker? 

A. I think that would be, as I said, a 
case for study, but I would only be giving you an opinio 
if I.said it was either long distance or not. It would 
be a question entirely on how it relates to the neces- 
sity of controlling the trucking industry or the rail 
industry, to make the best use of the facilities 
available. If trucking in that area was the proper 
method, then all of the trucking may be reverted to 
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trucks and so on, whatever was the proper method. 

Q. Perhaps that is a Utopia and earthly 
some day we will reach it. Now, suppose you can arrive 
at a distance on long distance trucking; the amount 
you take over as opposed to the amount you don't, 
would you also include in that nationalization some 
prohibition to prevent an individual from moving his 
own goods long distances by truck if he didn't like 
the national: lines or the rates that were set. 

Aw DZ) don't think we visualized going that 
far at all. | 


Q. Thank you very much. 


CROSS-EXAMINATION BY MR. DICKSON: 
Q. Mr. Nelson, just one or two questions. 
We have met, so I will not bother introducing myself 
to you. | 
My questions relate in the main to paragraph 6 
of your statement, and I believe the leading sentence 
there reads as follows: | 
: "Wherever local lines were operating at a loss, 
"we believe that serious consideration should 
"be given to progressive reduction of 
"service, to the point of abandonment, over 
"a period of time, if it appears necessary." 
Was this intended to apply to all provinces 
of Canada or simply to Western Canada? 
A. Well, it would apply to all the provinces 
of Canada, because naturally the transportation problem 
is a national problem. 


Q. So that, if you had a line in this state 
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operating at a loss, aS you say in British Columbia, 
then it would be subject to the solution which you 
propose. 

: A. Yes. 

Q. And similarly, Ontario, Quebec or the 
Maritimes? 

A. yes, 

Q. And your thinking is, I sake it, if the 
length of haul has increased for the farmer, then there 
is an inepenss in his cost? 

A. Yess 

Q, And he is entitled to some compensatim 
for that added cost? 

A. Certainly there must be some place where 
you draw the line beyond which you don't go. 

Qi And your last sentence of that paragraph 
reads: 

"If the individual farmers' market haul is 

"thereby increased, it would be necessary 

"that he be compensated for the added saa tael 
I think that is quite clear. | 

Now, your point is and your feeling is, I take 
timothak the ofammers aithewresen time ism feribhe 
foreseeable future cannot absorb any more cost in the 
movement of their grain to market; is that the view of 
your union? 


A, That is right, 
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Q. And it is a condition of your proposal, 
I suppose, that the farmers do be compensated for 
this? | 

A. That they be compensated? 

Qe in other words, your proposal is 
qualified by the sentence at the end that if the haul 
is increased, then, the farmer is to be compensated? 

A. Yes, either that or provide alternative 
methods of transportation that would not increase the 
eost to that particular farmer. 

| Q. Unless the farmer is compensated, then 
you might want to reconsider your proposal? 

A, | We would have to say that in that area 
that has been settled and that people have made into 
communities and homes it is largely a responsibility 
of the nation to keep those people there. 

Q. Quite; I agree. 

A. And for that reason, it is to be con- 
sidered in that light. 

Qo Because they built the railways and the 
settlement followed, and the people who bought the 
farms and homesteads did so because they believed they 
were going to have a railway and to continue to have 4a 
railway? 

A. That is correct. 

Q. And, therefore, they deserve the utmost 
consideration before tearing up the railway line? 

| A. We are not suggesting that any service 
be discontinued that cannot be replaced by more adequate 


or cheaper services. 
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Q. Quite. On this matter of compensation, 
would you look to the Federal Treasury to compensate 
for that cost? 

A. At the moment we don't see any other 
place where you can turn, 

Q. It would not be the Wheat Board? 

A. No, I don't see how you could tie it 
to the Wheat Board. 

Q. If you did, it would end up back in the 
farmers! lap, in any event? 

A. That is right. 

Q. What about the other people affected by 
these abandonments -- say, the local merchants: what 
consideration are you going to give him, because he 
may have bought the store in the belief he was going 
to have a rail service? Do you think any considera- 
tion should be given to his position? 

A. Well, again, the local trucking service 
is more satisfactory to the local merchant than the 
rail service. We find most of the merchants today 
are using the trucks and not railroads. 

Q. But there is some rail movement of 
freight? 

A. Yes, undoubtedly. 

Q@. And the people who are using that may 
want to continue to use it? 

A. Yes, I think that is correct. 

Q. And if it adds to their cost to use 
trucking service, would you see them being compensated - 


the merchants? 
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A. Well, we are only suggesting this if the 
trucking service can be made in such a way that it does 
not add to the cost, but rather reduces the cost. 

Q. But is that likely to happen? You have 
got competing services -- rail and truck ~- and your 
proposal envisages removing the rail, so there is no 
competition to the trucker. Do you see them reducing 
their rates? 

A. Well, it is true the truckers may compete 
with each other, but we are not visualizing it on that 
scope. You have the Board of Transport Commissioners 
now. 

Q. They don't touch the local truckers? 

A. That is true, but we can see no reason 
why some form of regulatory rates could not be applied, 
in any event, where trucking becomes a monopoly. 

Q@. You think, if you abandon the line, there 
is going to be cheaper truck costs? 

A. We are looking at it from the standpoint 
of actual efficiency; not so much in terms of competi- 
tion. We are trying to find a more efficient method of 
providing transportation. 

Q. Are you thinking in terms of costs to 
the local merchant? 

A, To everybody concerned in the given area. 

Q. If the local merchants' cost is going to 
go up, are you going to compensate him? 

A. He will be compensated in the same manner 
as the farmer. 

Q. And moving to some other province, suppose 


you had a fruit farmer, and, as a result of tearing up 
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the line in his community, do you compensate him for 
the additional cost? 

A. I would say yes. 

Q. And the merchants in his general commu- 
nity? 

A. We would always, in looking at this thing, 
have in mind that we are striving to get a lower freight 
cost; not trying to increase it. 

Q. T am trying to find out what you have in 
mind. So, anybody, whether it is Western Canada, 
British Columbia, Central Canada or the Maritimes, who 
is getting more costs loaded on his back as a result 
of these abandonments, would you expect him to be 
compensated from the Federal Treasury? Is that the 
principle? 

A. We are not making any differential as 
between provinces at all. We are establishing a 
principle. 

Q. And what is good for this part of the 
world will apply equally in other parts of the country? 

A. That is right. 

Q. Suppose we have this subsidy, if you 
call it that, and they go ahead and tear up the line, 
and then there is a change of government and you lose 
your subsidy: where does the farmer stand under those 
circumstances? 

A. IL don't think that we are considering 
this thing from a subsidy angle. I still maintain 
that we are only striving to establish a mode of 


transportation that will reduce costs. The only reason 
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we are doing away with any given rail line in a given 
area is because the cost of transporting the goods 
and services has become more costly than by any other 
means. We are only suggesting that a subsidy be 
applied in a place where it is having an effect on a 
certain specific area, We are thinking in terms of 
providing the transportation on the same basis as 
before, and, if it cannot be done cheaper than on the 
Sinigiien tote) that you dda dat change. Tt ay assum-~ 
ing you have provided the cheaper method, we have 
accomplished what we originally set out to do. 

Q. Let us suppose your proposal is imple- 
mented and moneys are coming out of the Federal 
Treasury to the farmers of Alberta, and along comes 
tight money, or a change in the political climate, 
and it is then the view of the government that this is 
a support for a certain element of the community, and 
that it is going to be reduced or eliminated: then, 
are you not in the position of having neither subsidy 
nor rail line? 

A. Actually, you are misconstruing what 
we had originally --- 

Q. Well, I am not trying to. 

A.. We are not thinking in terms of subsidy 
to the extent that you are suggesting here, although 
what you suggest could very well be true. 

Q. I am simply taking your words which say, 
"Tf the individual farmer's market haul is increased, it 
would be necessary that he be compensated for the 


added cost." That is what I am looking at. 
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A. Well, actually, this is not intended; 
maybe the wording is not absolutely correct, but the 
intention is that the people within a given area, if 
they were forced to transport their goods and services 
beyond the original shipping range, that those facilities 
be made available to them in some form or another. 

We are not suggesting they should be subsidized for 
bringing their product into their normal market channels. 
This is not what we had in mind at all. It was only 
an idea that by some form or another people be provided 
with the transportation facilities. Whether it be by 
rail or truck or whether it be under regulation of the 
government, or whether the railroads, themselves, 
-provide the facilities, we were not too much concerned 
with. Our whole concern was to provide transportation 
at a cheaper rate if the rate seemed to be too high 

at the present time. 

Q. So, when you say the farmer is to be 
compensated, you really mean that some alternative 
service is to be provided? 

A. Actually, that is the purpose. That 
is the thinking behind it. 

Q. Who is going to provide this alternate 
service? 

A. We are not prepared to say who should 
provide it. 

Q. You have not thought of that part of it? 

A. No. We have no suggestion that either 
this person or that person or the government or the 


railroad should provide it. We feel if the railroad 
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is allowed to abandon the service, they may very well 
3 substitute it with a trucking service or something of 


4 that nature. 


k Q. But you have not looked into that aspect 
t? 
6 or i 
A. No, 
7 
Q. There has been some evidence given in 
8 shea 
Winnipeg that if there was an increase of seven miles 
9 
in the length of haul for the farmer -- and that was 
10 


later extended to mean seven to fifteen miles -- then 
11/ the increase in the cost to the farmer was such that 


12 this whole organization was going to go out and oppose 


13 a certain abandonment application: would you consider 
14 that was about the way -- would that be roughly the 
1s economics of it? 

A. I think every case would have to be 
5 determined on its own merits. I think there are things 
a you do beyond reason and there are things within reason, 
18 


and I would suggest our organization would be prepared 
19/ to view it from a reasonable point of view and I don't 
20 see we would have too much difficulty in working out 


21|| some solution to it. 


92 Q. Has your organization passed any reso- 
em lution on this particular subject? 
A. Not specifically on this point, no. 
= It’ is just a suggestion by farmers generally. 
= Q. You say there is no resolution? 
26 A. No. 
27 Q. In the second sentence of the same 


28 paragraph you say, "The grain handling facilities could 
29 
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still be used for local storage, and the grain moved to 
the nearest line by truck ...", and so on; that is, 
the existing facilities along the line to be abandoned; 
is that right? 

A. That is right. 

Q. And with the grain put in there and 
then moved forward to market? 

A. The only thinking here is that you 
facilitate providing the best and cheapest method of 
transportation from the storage facilities? It 
becomes too costly to move 100 bushels of grain 100 
miles, for the average farmer. You would use your 
storage facilities and then provide long distance 
trucks to. move it from there to the nearest rail 
terminal, 

Q. That would involve a double handling? 

A. . Yes. 

Q. And.I suppose with both elevators 
abandoned -- the one at the storage and the one on 
the delivery line -- and they were both full of grain, 
there may be the difficulty of moving the grain forward 
from the storage? ; 

A. Yes, it would mean a revision of some 
of the storage facilities and all the other things, 
and these are things that would have to be taken into 
consideration before any move like this was made. 

Q. You ee line gone into that? 

A. No. 
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CROSS-EXAMINATION BY MR.BRAZIER: 

Q. Mr. Nelson, I represent the Province of 
British Columbia. I take it from what you said to 
my learned friend, Mr. Hume, that there is a great deal 
of competition between the trucks and the railways in 
the Province of Alberta? 

A. We have no way of knowing what the 
actual competition is. All we know is that there are 
lots of trucks on the road alongside the railroad. | 

Qo And they are hauling a lot of goods on 
the trucks? 

A. That is true. 

Q. Have you been aware that the railways 
have put into effect a number of competitive tariffs 
between various points in Alberta?, 

A. Well, I can't say that I am aware of any 
competitive rates within Alberta. We know of com- 
petitive rates outside. There may be some in Alberta, 
but I am not aware of them. 

Q. You have not run into that at all? 

A. No. , 

Q. As I read your section on page 2 headed, 
"Local Freight Traffic", it is your impression that on 
a great many of the branch lines in Alberta there is 
very little local traffic today? | 

A. Well, there are several branch lines in 
Alberta that have very little local traffic. As a 
matter of fact, some of them probably only move a train 
once a week to move out loads of grain and very little 


of anything else. 
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Q. Would it ‘be correct to say that in 
large areas of Alberta there is very little local traffi¢? 

A. I don't think I would want to say large 
areas of Alberta. I am not prepared to say just 
exactly what areas would be affected. This would be 
a case for a study, and I am not prepared to make any 
statement on that. 

Q. But you are aware there are areas? 

A. That is true, yes. 

Q. That is somewhat in line with what you 
mention about the local traffic in British Columbia 
on page 4 of your brief. You speak of the high cost 
in the Rocky Mountains where local traffic is likewise 
very low over large areas: have you any information 
upon which you base that particular statement which 
you made? 

A. We are only referring here to the 
necessity of maintaining long rail routes in order to 
get specific commodities into any other area, and 
certain large distances over the Rocky Mountains. 

There are quite long distances where very little freight 
is picked up, or additional --- 

Q. Additional freight? 

A. Yes. 

Q. But there is lots of freight from the 
Province of Alberta goes over that line? 

A. That is true, yes. 

Q. And the building of the railway to the 
Pacific Coast was of extreme importance to the Province 


of Alberta, wasn't it? 
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A. I would say that at the time the railway 
was built, it probably was not of any importance parti- 
cularly at all. 

Q. That was before the Province of Alberta 
existed, but, let us take the situation today: that 
rail connection between the Province of Alberta and the 
Pacific Coast is a very important part of the rail? 

A. Very important. 

Q. And if it did not exist, perhaps the 
greatest sufferers would be in the Province of Alberta; 
isn't that so? 

A. I think probably Alberta is dependent 
upon that rail line as much as anybody is. 

Q. In the paragraph on page 4, you are 
just referring there to the original railway construc- 
tion costs? 

A. Yes. 

Q. And that is the cost of constructing 
the C.P.R. through the Rocky Mountains in 1885? 

A. You mean as far as the costs ... ? 

Q. You are speaking there just of construc- 
tion? 

A. Yes. 

Q. You are not speaking about operating 
costs? 

A. Oh, .no; that is just construction. 

Q. And that is many years ago, isn't it? 

A. True. 

Q. Don't you think that that original 


cost has all been absorbed over the last 75 years? 
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A. Well, it would depend on how you 
would interpret that particular item, I presume. Your 
overhead costs are naturally involved in your original 
costs. If they were taken care of, your goods would 
be on the basis of operational costs, and then it 
doesn't seem to me that the two have any proper relation 
ship. | 

Q. What I am trying to suggest to you is 
this: that the time has come when the costs of 
original construction of the railways through the 
mountains is so far in the past that it no longer 
affects the picture today. nip li 

A. Well, I am not prepared to make any 
statement on that because it is beyond my scope of 
understanding. We are referring only to an agreement 
that was made at that time and, as such, we feel 
that it should be carried out. 

THE CHAIRMAN : Before we take a short recess, 
this Commission seems to be running into trouble with 
busy witnesses, and I suppose that is all to the credit 
of the people who interest themselves in our work. 
However, this witness, I understand, must be in Ottawa 
tomorrow, and Mr. O'Conell, manager of the Lethbridge 
Board of Trade, must be in another place tomorrow as 
well, so I am afraid that the rule we made whereby we 


would adjourn at four o'clock cannot be lived up to. 


---A ghort recess. 
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THE CHAIRMAN: Order, please. Very well, 


Mr. Brazier. 


CROSS-EXAMINATION BY MR. BRAZIER: 

| Q. Mir, Go Tso, ale told my friend, Mr. 
Cooper, that there had been a decrease in wheat acreage 
in the Province of Alberta for the last few years. 

You estimate it at about 20 per cent; is that correct? 

We Yes, yes. 

Q. I think you told him that one of the 
principal substitute crops was rape seed. Is there a 
considerable production of rape seed in Alberta today? 

A. I haven't the figures with wn of the 
production of rape seed. There was quite a tremendous 
inerease in rape seed here a few years ago. There has 
been ecreenal decrease, I think, in the last year or 
two, because of the market situation. 

Q. Yes? 

A. But I wouldn't say there is much chance 
of a very big increase ie what is being raised at the 
present time, until market conditions change. 

| Q. Would it be correct to say that since 
the war there has been an inerease in rape pean rade y 
tion? . | 

A. Yes. 

Q. And that is sold as an export product 
from Canada, is it not, Mr.Nelson? 

A. I haven't the figures available for 
that export. Some of it is manufactured here in 


Canada; some of it is exported -- but I haven't 


the figures. 
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Q. You don't know what the figures are? 

A. No, 

Q. You are aware, Mr. Nelson, are you not, 
that the Crow rate does not apply on rape seed? 
| A. That is right. 

Q. And in spite of that fact, there was an 
increase in the production of rape seed; you say? 

A. Well, in spite of that fact, yes; but 
I think I would have to add that sometimes you do things 
in a desperation mood, whether it is good or bad. 

It has, I think, resulted in a net advantage to the 
people producing rape seed that has not been up to their 
expectations, simply because the rate is too high. 

MR. FRAWLEY: There is an application 
before the Board now to get the Crow rate applied to 
rape seed. 

MR. SINCLAIR: There has been many applica- 
tions before. 

MR. BRAZIER: I had a lot of applications 
to lower rates on lumber, too. 

MR. BRAZIER: Qws iit, ise a fact, Mr. 
Nelson, that this expansion in rape seed production in 
Alberta took place without the benefit of the Crow 


rate? 


yr 
he, 


A. That's right. 
MR. BRAZIER: Thank you. 


CROSS-EXAMINATION BY MR. MAURO: 
Q. My name is Morrow, Mr. Nelson, and I 
represent the Province of Manitoba. 


On page 6 of your submission in regard to 
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( Mauro). 


competition from minimum rates, I assume that you are 
not suggesting in that paragraph that minimums should 
be based on any other mood of transportation. In other 
words, are you suggesting that truck rates -- there migh 
be a minimum truck rate that reflects the minimum cost 
for rail transportation, or the minimum cost for water 
transportation? 

| | What do you mean by "a minimum"? 

"The establishment of basic minimum rates for 

"a11 forms of trenapertation bit a means of 

"preventing unreasonable price wars." 

A. We are aiming at preventing setting 
prices that eGinaliy ae not bear any relation to the 
actual cost involved. 

Q’. And that "involved" then, in that concept 


is the idea that any minimum set would reflect the 


inherent advantages of the mode of transportation; that 


the railways could set a rate lower than the truck rates 
simply because rail transportation n certain phases 
is a more efficient method of transporting goods? 

A. It would be possible, yes. 

Q. And that, for example, on short haul 
commodities perhaps trucks would set a rate lower than 
rail rates, because it is generally accepted -- and you 
and I do not have to get into this argument -~- it is 
generally accepted that trucks can, and on @ short haul 
carry goods more efficiently than rail? 

A. True. 

Q. So that this is the sort of thing you 


attempted to study here? 
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1 
2 A. That's right. That's right. 
3 Q. Now, the latter part of your submission, 


4| Mr. Nelson, deals with nationalization, and it had 


been rather interesting for me to see the development 


5 

P of this concept from the time we heard from the Manitoba 
Farmers '! Union in Manitoba. And, in Manitoba, we 

: heard that $82°0Suniaaion should take a look at 

‘ nationalizing the C.P.R. Knits then, we moved on 

9 


to Regina, and in Regina the Saskatchewan Farmers' 

10 tie said we strongly advocate the nationalization of 
11 the C.P.R. And we get to Alberta, and we are not only 
12 Ales baa enthg the C.P.R., but all modes of transporta- 
13) tion in Canada. | 


14 My first big problem is -- is there a 

farmers! union in British Columbia? And I am very 
me concerned that we are going to nationalize not only 
a all modes of transportation, but counsel as well. 
17 


A. There is a farmers' union in British 
18] Columbia. | | | 
19 Q. I am looking forwarded with bated breath 
20 to meeting that in British Columbia. 

COMMISSIONER ANSCOMB: I would like to 
suggest you bate your breath until you get to the 
Vancouver Board of Trade. 

MR. MAURO: Q. This matter of nationali- 
zation, Mr. Nelson, I assume is based on the desire of 
the Alberta Farmers! Union for increased efficiency? 

A. Correct. 

Q. And would you apply that basis to other 


fields of national endeavour; this governing idea of 
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efficiency? 

And so that you and I understand each other, 
if it could be argued that farming could be made more 
efficient, would you advocate that the Federal Govern- 
ment nationalize the agriculture industry so as to 
eliminate duplication and create more efficient 
collective farms? 

A. Are whe asking me --- 

Q. That is the question. 

A. Do we advocate nationalizing the farms? 
Our farmers! union policy does not include nationalizing 
the farms at the present time. 

Q. Because, even though, as is suggested, 
collective farms might result in greater production, 
here in this country we believe that there are other 
qualities such as human dignity and enterprise that 
have to be considered. Isn't that correct? 

' A. We consider them, too. 

Q. If in fact we could bring about this 
greater efficiency in our transportation media, Mr. 
Maldon, without the need of nationalization, I assume 
that the farmers! union would say, let's take that step 
first? 

A. That is. correct. We are prepared to 
accept any medium whatsoever that will provide the 
facilities necessary to do the job. 

Q. And if we could accomplish this by 
setting up a simple sort of National Planning Board in 
charge of looking into this administrative complex of 


transportation, and making recommendations wherein 
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private enterprise could still operate for the greater 
good of the Alberta farmer, the Alberta Farmers' 
Union would support that? 

A. The Alberta farmers are the greatest 
free enterprisers in the world and, as such, would be 
prepared to look at wherever the efficiency could be 
improved. 

Q. It is only with the knowledge that the 

teste farmer is a great free enterpriser that I 
raised the question, 

In this portion of your submission, Mr. 
Nelson, one other matter on the question of the 
Crow. You have mentioned some of the factors that 
have intervened between 1897 and the present. date, 

Mr. Nelson, which would lead the casual observer to 
feel that it is not sufficient just to look at the 
rate on the movement of grain, because there have been 
such advances as increased capacity of cars, increased 
train loads, and with these increased minimum weight 
factors, the revenue per car between 1897 and 1960 

has increased tova eonsiderable extent? 

A. Yes, yes. 

@. Because, in 1897 the capacities were 
about 20 tons, and now they are about 55 tons? | 

A. That's right. 

Q. On the same rate, the railways t oday 
are receiving greater revenue? 

A. Not only that, but I think also that 
a freight train in’ 1897 was probably half the length 
of the freight train today, with the additional size of 


the cars. 
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Q. And on the simple value of the commo- 
dity basis even today, the price of wheat, No. 1 
Northern at Fort William listed at about $1.65, is 
between three and four cents less than what the farmer 
was receiving in 1925, ‘or for a bushel of No. 1 
Northern at Fort William? 

| A, That's right. 

Q. We also have to consider in this context 
that the carriage of grain generates a tremendous amount 
of other traffic on which the rdomaer pay the full 
increases? 

A. That's right, and it would also reflect -- 
that amount would be reflected in the returns per 
bushel for grain, which would be affected by grain 
rates. | 

Q. And the farmers have not requested that 
the Crows Nest agreement be changed, as far as the rates 
are concerned -- have they; to your knowledge? | 

A. They have not, 

Q. They are satisfied to adhere to the terms 
of that contract as varied? 

A. They are. 

Q. And to your knowledge, did the farmers 
ask to have those terms varied in 1930 when the price 
of wheat fell to 30 ee a bushel? 

A. They did not. 

Q. And the farmer in 1930 paid what was 
required of him under that contract? 

A. That is right. 

Q. So I take it the position of the Alberta 
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Farmers' Union in 1960 is that this is a binding con- 
tract and that if the C:?.R. cannot adhere to the 
obligations of that contract, the C.P.R. maybe needs 
a subsidy? 

A. If the C.P.R. is losing money in its 
operation of its railroads, and it is not possible to 
get it by any other means, then it must get a subsidy 
of some kind. 

Q. One final point on this branch line 
problem, Mr. Nelson. The Province of Manitoba has 
attempted to propose some solution to this Commission, 
and I am sure your opinion would be of assistance, 
as representing a fairly large body of opinion here 
in Alberta. 

We have suggested that the railways apply 
in the usual manner for an abandonment of branch lines, 
and that the Bosra of Transport Commissimers consider 
the application in the usual form, and if the Board 
comes to the conclusion chat the maintenance of those 
branch line facilities are in the public interest, that 
the railway be compensated for the maintenance -- 
the trackage maintenance -- of that branch line out of 
a fund to be established by the Federal Board, and 
which we have called, for want of a bees name , the 
Branch Line Trackage Maintenance Fund. | 

| And the effect of this would be -- our hope 
would be -- to lift this burden of branch line 
deficits off of the back of the freight shipper. 
Would the Alberta Farmers' Union endorse a policy such 


as that? 
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A, The Farmers' Union, as such, has not 
developed a policy regarding this, but are prepared to 
look at any method that is found to be feasible and 
in the best interests of everybody concerned. 

We are not suggesting here, by any means, that 
any lines be eliminated holus bolus, or without any 
planning ‘5 all, whatsoever. But, what we suggest is 
that a look be taken at the whole problem and hint here 
might be one place where we could start to make a 
more efficient ‘approach to the whole situation. 

Q. But you have to look at.it from the 
dual interest involved -- the interest of the railways, 
trying to operate’ an efficient business --- 

A. That's right. . 

Q.  -+- and the other, and perhaps over- 
riding interest of the public having built up their 
existence around those branch lines, and any solution 
that this Commission might come up with has to attempt 
to balance those two? 

A. That's right, although I would have to 
say that the balance still has to be slightly in favour 
of the people in the eerste That is, they must 
have that advantage, because they are in existence 
there. 

Q. Yes, but if we can come up with a scheme 
which will result in minimizing the losses for the 
railway, while still taking into consideration the 


need of the community, this is the conclusion to which 


the Alberta Farmers! Union would like to see this 


Commission come? 


A. That's right. 
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CROSS-EXAMINATION BY MR. DOHERTY: 

Q. Mr. Nelson, my name is Gordon Doherty, 
and I am appearing here on behalf of the Province of 
Saskatchewan. I think you can appreciate that all 
farmers in Saskatchewan have similar problems as those 
outlined by yourself. 

In one of the briefs presented in Regina, 
it was suggested that rather than trucks being in a 
competitive field with railways, that they might come 
in the nature of feeders -- and as I understand that, 
that the goods might perhaps go by rail, and trucks 
be fed in, rather than competing directly. Have you 
studied that? What would be your views on that? 

A. We haven't studied the whole thing, as 
such, We are only thinking in terms of a study being 
made, and coming up with some of the answers and it 
might ees well embody that suggestion. 

Q. Téseight be, as you see it, a possible 
solution? i 

A. Yes, 

Q. May we just direct your attention for 
the moment to the comment you made on the movement 
of livestock, Mr. Nelson. 

I wonder if you would perhaps indicate what 
in your opinion are the main reasons or the factors 
Which now result in livestock moving by truck? And 
I am thinking of such things as perhaps the rate and 
the service... Have you anything else, perhaps, to 
add to that? 

A. Well, I think it is mainly the type of 


service that you can provide with trucks that you cannot 
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provide by rail. “That certainly has created it, im th 
first place; As far as rate is concerned, yes, and, 

for the moment again, it is entirely a question of cost. 
It is the mobility of the truck that has done it. 

It is possible to move in to any given area with a 
truck that is large enough to transport quite an 
economical amount of livestock right directly into the 
market. And these are the ‘cnbhee that I think have 
affected the transportation by truck more than anything 
else. 

Q. Well, there may be some difference in 
rate; perhaps a reduction in the railway tariff would 
not, L ances th have a tendency to move that traffic 
back to the railways? 

A. I would doubt that, yes. 

Q. It is the service that you have in mind, 
and the ‘convenience? 

A. Yes. 

Q. May I ask, in your experience, Mr. 
Nelson, or in the experience of any members of your 
union, have you found difficulty -- and I am thinking 
of convenience and things of that nature -- in trying 
to ship by rail? Are there personal factors or 
difficulty of finding tariffs or with movement, that 
make it difficult to ship by rail? 

ry Well, I don't think that there is any 
inherent difficulties in shipping by rail. 

Again, I still think that it is just the 
nature of the truck, as such, having been made -- this 
thing has become a part of the livestock transporta- 


tion because it has been able to go to the farmer's 
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place and pick up his livestock and carry it directly to 
the market without unloading and re-loading. 

There is a simplification there that I think 
has brought about the change, rather than any difficulties 
inherent. 

There are certain branch lines in Alberta that 
are still shipping a considerable mou of hogs, for 
instance, by rail. ag don't think that there is any 
difficulty involved in shipping those particular hogs 
by truck, if that rail line was not there. They are 
using whatever facilities are most suitable to the 
‘people in any given area at the present time. There 
doesn't seem to be any difficulty. it is just a 
question of which is the handiest, to put it that way. 

Q. -It is a balance of convenience in shipping 
by truck? 

Bus yes, that's right. 

Q. May I now direct your attention to 
paragraph 6 of your submission, where you are speaking 
of the matter of added cost to the farmer in moving his 
grain to an alternative position. You also mention 
that if some of those elevators might remain and be 
used for storage, the added cost in that case would 
be the cost of moving it from the storage on the 
abandoned line to the new rail line; would it? 

A. Yes. I wouldn't consider that as added 
cost; I would consider that as replacing the original 
cost which you had when you were moving in by rail, 
that the cost would be transferred to the truck instead 
of by rail. This is the only thing that we had in mind. 
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Q. As compare@ to that, if you were moving 
the grain at a longer distance, from the farm to the 
grain elevator, that would be an added cost? 

A. That would be an added cost to the 
individual farmer. | 
| Q. You have the added cost of labour, and 
the farmer's time in moving it back and forth? 

A. Yes. | 

Q. There is another feature which would 
appear to be a cost to the farmer -- a loss arising to 
the farmer in abandonment of a rail line -- and that might 
be the question of farm devaluation. It is my under 
standing if the rail were moved, it would put ie ate 
in the position of not have the convenience to rail? 

A. I think this would just be an expression 
of opinion, and I am not prepared to make that expression 
now, because there are other factors involved. Lt 
might ties the valuation, it is true. 

| Q. I quite appreciate that. Thank you. 

As I understand youwrreply to Mr.Dickson, you 
suggested that the railways had an obligation, having 
put in a railway, and people settled there -- they had 
an obligation to provide a service. If, for instance, 
the railways were able to establish that they had a loss 
of, we will say, $5,000 on a Spee ae branch line, 
it would appear to me that it would be of some advantage 
to them to minimize that line, even if they didn't 
Wipe it out entirely. I am wondering if you had given 
any thought to the possibilities if the railway were 
able to do that -- that is, reduce their cost to that 
factor, that they might do that by perhaps paying a por- 
tion of the farmer's additional cost in taking that grain 


to the elevators? 
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That is what I had in mind if they were to 
abandon the line and provide for a longer truck haul, 
but that additional cost to the farmer should be, 
perhaps, a charge against the railways, and at the 
same time giving the railway an overall reduction and 
reducing their total cost, 

A, Well, I think you have to accept the 
fact that there is a basic responsibility, that while 
I wouldn't want to pinpoint the railroads themselves 
as being absolutely responsible for the situation, the 
nation as a whole is responsible, and between the 
railroads and the responsibility to the nation and to 
the government, you would have to work out some solution 
and it might be done on that basis. 

We are not being dogmatic about how it is done; 
our only purpose is to try and find some solution to 
moving it at a more equitable rate, and if it can be 
done that way, we would be quite happy to see it done 
on that basis, but it would have to be worked out to 
the advantage, particularly, of the people concerned. 

Now, on page 4, Mr Helens and this is the 
last sentence on your page 4, you are speaking of the 
agreement, and you say, 

"It can only be rewritten by mutual 

“agreement, and this means a complete 

"“pye-evaluation of the very clause." 

Now, I am not just too clear on what you have 
in mind there. Have you in mind a further agreement 
between the Government of Canada and the C.P.R., or do 


you have in mind a tri-party agreement between the 
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2|| Canadian Pacific, the Canadian National and the 


3 Government ; is that the type of thing you are thinking 


4 of? 

5 A. No, the agreement would have to be between 

; the Canadian Pacific and the Government; nobody ‘else 
has any part of the original agreement, and they would 

f naturally have to be the parties to make any new agre e- 

? ment, if such were to be the case. 

9 


Q. I am thinking now, perhaps, of the 

10| application of the Grow rate, or some level of that 

11 type, in which case I would suggest it would apply also 
12|| to the Canadian National Railways. Do you think that 
13 they should be involved in such an agreement? 


A. Well, I don't know whether I am prepared 


ks to go into that, since the applicatim of the Canadian 
i National Railways would naturally follow whatever agree- 
“ ment was made with the Canadian Pacific Railways, 

17 because in essence the Canadian National Railways, being 


18 a government-owned and controlled railway, I am not 
19) sure just exactly how it would be made. 
20 | Q. =‘The Canadian National Railway would, 
perhaps, have to take its rates to whatever rates were 
set up? 

A. Yes. 

Q. Just one other thing on that same page; 
you say there, | 

"Coal, the other bulk commodity produced in 

"the West, is no longer an important product." 
Now, I think this has already been dealt with. 


However, when the coal people were presenting their 
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brief in Regina, they indicated some of the factors 
which you mention, the effect of oil and gas reduced 
their bulk, but that they are hopeful of regaining it. 
If that were the case, this situation would not apply. 
A. It would be obsolete, I would say, if 
the coal industry is able to develop a new market; of 
course, this would be different. 
Q. I understand they anticipate a new market. 
Now, one final question. On the matter of agreed 
charges, and I ask this only for the purpose of infor- 
mation, I am not too clear what your position is with 
respect to agreed charges. Are you suggesting that 
they should not be continued? IL am speaking now to 
paragraph 1/7 of your brief and just in, perhaps, the 
ant sentence where you say, 
"We believe that the practice of setting of 
peer charges is one in which one form of 
"transportation could be matched against 
“another until no profit could result to 
"either -- an unbusinesslike arrangement which 
"could 1éad only to a worsening of the rail- 
Srey financial position." 
Now, I am not too sure what your position is there; 
could you inform the Commission? 
A. We feel that on this matter an approach 
has been made to these things to solve, the basic 
problem, which is that we apparently haven't been able to 
find a realistic solution on setting rates that will give 
proper AdaswaiatibEites the cost of operation, assuming 


that the operation is as economically produced as possibl * 
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Now, if we allow ourselves to get into a 
position where undue competition or unfair competition 
by means of agreed charges should develop to such an 
extent that you have certain areas of our transporta- 
tion system operating at. a net loss and having to 
charge that loss to some other area where competition 
is not feasible or not possible, then this is not a 
realistic approach to the whole picture, and we don't 
feel that agreed charges should be used in such a way 
as to take away from the railroads, or any mode of 
transportation, a proper relation to cost and to the 


other things affecting it. 


CROSS-EXAMINATION BY MR, MACDOUGALL: 

Q. My name is Macdougall and I appear for 
the Canadian National Railway. 

, Now, just on the point that you were speaking 
to Mr. Doherty about after the agreed charges, in 
paragraph 17, do I understand that your concern there 
is whether or not the railroads will make agreed 
charges which might be too low in returning net 
return to the railway companies? 

A. I say they will in turn have to come 
at it in some other area. 

Q. As a business man, if you were endeavour- 
ing to sell a product and you could arrange with 
someone who wished to buy that product for an agree- 
ment whereby you agreed to provide him with certain 
quantities of service or units of your product, and 
he in tern were to agree to take that much for a con- 


siderable period of time, would you think that if you 
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were both in agreement after the terms of that arrange- 
ment that it would be a pretty good business arrange- 
ment to come to, rather than just relying on the odd 
person to drop in and perhaps buy something from you 
casually. | 

A. It happens to be the way that most 
business is operated. I can't agree that it is 
entirely the best approach to the whole problem. 

L am suggesting that basically it is a prob- 
lem of our transportation at the moment, and I would 
even go so far as to suggest that even the Crow's 
Nest rates apply in this particular case, because you 
can say that no one factor should be used to offset 
the total overhead cost, and the whole problem to 
my way of thinking evolves around that whole situation. 

Q. The point I am particularly interested in 
is that it appears to me that the agreed charge basi- 
cally is a pretty businesslike way to do this, wouldn't 
you agree with that? | 

A. I am not sure that -- I would have to 
have certain qualifications. I think that it is 
businesslike, but it can become unbusinesslike if it 
is carried to such an extent that it becomes a total 
drain on the overall. 

Q. And if you were the other man and you 
saw that your agreement was becoming a drain so that 
you were having to make up too much of your overhead 
from hiro ap Spee of your business, then probably 
you would change this contract if you could, or get 
rid of it or do something with it, but the endeavour 


would be to make that contract bear its own weight, 
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and as long as it did that you would think that it is 
a good business arrangement. 

MR. FRAWLEY: ‘That is a big "if" that my 
friend is cross-examining on. I think that he must 
put to the witness all of the elements of the agreed 
charge technique, one of which is that the contract is 
made over a year, during which time there can be no 
increase in the rate. 

MR. MACDOUGALL: Q.1 am not suggesting whether the rates 
are at a, pwoper level or not, I am just talking about 
the technique about making an agreement and buying a 
certain commodity, and my question is whether or not 
you consider that an arrangement whereby you can sell 

a certain volume of your commodity and arrange to sell 
it regularly and at a level of rates which is satis- 
factory tv hoch parties, and it doesn't impose any 
undue burden on other parts of your business, isn't 
it a good business arrangement? 

A. If all of the things you say were a 
part of it, then yes. We are eae absolutely sure 
that that always would apply. 

Q. And then again, sir, as to what I was 
referring to before when Mr. Frawley spoke, would you 
agree that it would be a good type of business arrange- 
ment to make, and if you saw that conditions or cir- 
cumstances changed, then you would endeavour to change 
your agreements between the parties as you saw these 
circumstances appear, isn't that right? 

eat It might be a good business arrangement. fo 


me if I was in that particular business, but it doesn't 
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necessarily follow that it would be good business for 
anybody else concerned. 

Q. Just thinking about you and the man you 
may make a deal with, and you are both satisfied with 
it, would you think that it was a good way to do 
business? I asked that question because I did under- 
stand you to say you thought 8 businesslike approach 
was needed to more of these problems, and I put that 
to you, that that is a businesslike approach to 
transportation. 

A. We agree it could be a businesslike 
approach; we are not always satisfied that it is. 
There are other factors that enter into it. 

Q. And you wish to put to the Commission 
that they should be wary to ensure these agreed 
charges bear their fair share of overhead and don't 
become a threat to any other thing. | 

| On the same page you talk about the trucking 
industry having "in and out soeratere” kindremenne ly 
cut rates. What do you call an in and out operator? 

A. Well, of course, in all industries you 
have people who acquire a certain amount of capital 
and want to invest it rf a particular type of enter- 
prise) and the irae kc tie business is no different 
than any other business, we have people that want to 
go into the trucking business and they probably don't 
have sufficient capital to set up an operation that 
is able to in all instances compete with what is 
already established, and they go into it possibly 
with all eed ean anes oss but find iivemte Dre 
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difficulties and have to, because of competition, get 
out of the field, andyou have a certain amount of 
that happening in the trucking business at all times. 
I don't think it is any more than it was a few years 
ago. ) 

Q@. Isee. Now, sir, when you speak about 
farm adjustments on page 5, you made reference to 
new crops which have been widely introduced, and you 
told us of rape seed and sunflower seed as being two 
of those crops. 

Would you tell me whether you consider the 
diversification which has taken place in farming in 
Western Canada and, say, Alberta in, recent years has 
made the farmer less dependent on his grain crop than 

he was a number of years ago. 

A. I can never agree that farmers in 
Alberta can ever at. any time become not dependent 
on grain crops. Grain crops are too important an 
issue in Alberta. | 

Q. And diversification hasn't gone to the 
point where some farmers are not really entirely 
dependent on the grain crops? 

A. We can say some farmers, certainly; 
not the majority of the farmers. 

Q. .. The majority would still be dependent, 
but the diversification, I think you say, that your wheat 
acreage has changed as much as 20 per cent since 
1950, and I would think from that that you mean it 
has gone down possibly 20 per cent from 1950, and that 
acreage has been put into other forms of production. 


A. Some of it has been put into grass, 
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of course, for livestock purposes, and some of it for 
some other crops. 

Q. On that same page 5 in tite middle of 
the paragraph, you make the following statements, 

"To be specific, if the wages of railway 

"workers are. to be increased,the necessary 

"money must not come from increased grain 

"rates", 
and are you aware, Mr. Nelson, that in the proposal 
as put before the Commission by the railway in 
respect of the grain rates, that there is no sugges- 
tionthat the farmer would pay increased rates, but 
rather, that some form of national payment would be 
made to the railway companies in addition to what the 
farmer is paying at the present rate, to give them 
what they consider adequate return. 

A. We are aware that a proposal of that 
kind has been made. What we are concerned about is 
that the proposal not be made or be tied to grain 
rates or farmers particularly and specifically, but 
that if . such be the case, or that the increased 
costs be a factor, that that increased cost should be 
the problem of fie wae HORT railroad picture and not ‘jus 
of the’ farmerssn:., 

Q. I see. You are aware, at least, that 
we are not proposing the farmer pay increased grain 
rates. 

A. x+ese 

Q. Now, in respect of passenger trarric, 


Mr. Nelson; you speak of it on the first page of your 
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_ brief where you talk about trains often running with 
empty coaches, and quite a bit has been said about that, 
and I suggest to you that that is a reasonable way or 
a businesslike way to approach the passenger problem; 
that in the areas where trains are now running with 
empty coaches and where it indicates that the public 
has preference for another form of transportation, like 
automobiles or buses or some other means of going from 
A to B, and in the years where the public are not 
patronizing the rail passenger service, that if it can 
be shown to some body such as the Board of Transport 
Commissioners that the railway is not making its 
variable cost of operation and there is some other 
suitable form of transport. in the area to which the 

- public is patronizing, that the railway maybe should 

in those circumstances face the facts and should get 
out of the rail passenger business; wouldn't you 
agree with that as being reasonable? 

A. We certainly feel that in most cases 
where it is shown that it is impracticable to continue 
passenger runs, that certainly a good look should be 
taken at it. We are not prepared to point out any 
particular area or any particular place, but certainly if in- 
vestigations. showed’ that and..a proper period of time is al- 
lowed in‘iwhich you are given time to adjust to it, 
certainly that is one of the factors we would suggest 
might be one that could be used. 

Q. And I suggest to you, sir, that possibly 
one of the great helps to’ everybody would be if we 
had some clear definition as to. what the responsibilitie 
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of the railroad were in circumstances of that kind, 
some clear indication which the public could see of 
what they should expect from the railway with respect 
to the provision of passenger service, wouldn't that 
be helpful to all parties concerned? 

A. Yes. 

Q. And if we have that, wouldn't you think 
it would be fair and reasonable to everybody con- 
cerned if all parties knew that when the time came 
that the passenger service, the passenger train ser- 
vice, had reached the point where it was not clearly 
demonstrable to some independent body such as the 
Board of Transport Commissioners, or this Commission, 
that it couldn't pay its cost of operation and an 
alternate service were available, there should be no 
further question if that were the situation that the 
railroad should get out of the passenger business and 
leave it to those agencies that the public had chosen 
in preference to the railroad; don't you think that 
is what should be done? 

A. It would have to be shown -- we agree 
in principle to that, but at the same time I wouldn't 
want to leave any area in the position of having been 
abandoned without adequate provision. 

Q. I quite agree. If it can be shown there 
was no adequate alternate service to serve the 
public, then there comes this element of public findings 
or a natural policy, and in that case your proposal 
quite clearly is that some service should be retained, 


a proper service should be retained for the public, 
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and if necessary and if it cannot be supported 
locally, it should be supported by some public 
treasury; that is your position? 

A. yes. 

Q. I think that basically we agree on 
that; some -place where there is some alternate form of 
transportation, that the railway should get out of 
that business. 

A. I agree that is a businesslike thing, 
but I am actually concerned with the people in the area. 

Q. Concerned with the safeguard to the 
people? 

A. Yes. 

Q. Now, just think about the branch lines 
for a moment in that connection. You mentioned in 
discussing with Mr. Dickson and some of the other 
counsel here, in connection with the position of the 
farmer and the merchant and people of that kind who 
are affected by the operation of freight service, and 
basically the operation of the branch lines, and I 
was interested in the point in your brief on page 2 
where you speak of the grain handling facilities that 
might remain in a situation if a line has been 
abandoned, and I understand that your thought there 
was that they should continue to be used as grain 
handling facilities until they need to be replaced, 
but they could be used for storage, and then there 
would be an additional haul involved in moving that 
grain over to an existing rail line, your remaining 


rail line, and then shipping from there on. Now, what 
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would be the normal length of haul, or what would be 
the average length of haul for a farmer from his farm 
to his nearest rail head where he delivers his grain 
to the country elevator, how far does he haul to it? 

A. Of course, we have such a variety of 
hauls that it is * adktie difficult if you just say any 
specific distances. I would say that in the central 
part of the Province of Alberta today that probably the 
maximum haul would be in the neighbourhood of 20 to 25 
miles. There are areas, of course, where you have 
maximum hauls up to 100 miles in the Athabaska District, 
and a few places like that. I am not prepared to give 
any specific figure, but I would say on the whole hat | 
you can say that it would run anywhere from half a mile 
or something like that up to 25, or between 25 and 30 


miles. 
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Q. I don't know anything about this, but 
would it be reasonable to say that in many cases the 
haul is something in the nature of 10 to 15 miles? 

A. It probably would not be too far off in 
the central part; but, I have no figures to verify that. 

Q. So, the situation that might be areated 
by the abandonment would be that the man who is hauling 
anywhere from half a mile to twenty miles might have 
to haul it another ten to fifteen -- he might have to 
double it? 

A. There are a lot of spare lines that I 
don't know the circumstances of, but I can't exactly 
visualize this happening until you abandon your grain 
handling facilities in any given area. Then you might 
necessitate moving longer distances, but this would be 
a problem between the farmer and the grain handling 
people. 

Q. I suppose the ability of the farmer to 
move his grain is quite a proposition compared with. 
what it was at the beginning of the century when they 
used horses or animals for that purpose? 

A. I know from experience that is so. 

Q. What todne the ordinary farmer move his 
grain in today -- a five-ton truck? : | 

| A. I don't think that the predominance of 
farmers would have five-ton trucks. I would say 
relatively a smaller truck — that. 

Q. Two-ton? | 

A. Yes, two a 


Q. Two or three, Talking about the 
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abandonment of line, presuming some similar circum- 
stances I put to you in connection with the passenger 
services where the rail line had been put in by the 
railway initially and people had built up a long Tine 
and used it, but for one reason or another the ability 
of the line to pay its way had gone, and it could be 
clearly demonstrated it was a losing proposition, 
and what was involved from the farmers' point of view 
is this extra haulage we have been speaking of, either 
from t he. country elevators to a new rail head or directly 
to another rail head, do you think that extra incon- 
venience and some cost to the farmer would be sufficient 
to deny the railway company the right to make economies 
by the elimination of tal urastn line, in the condi- 
tions we are talking about today where we have a 
critical need for economies in the rail services and 
they can be clearly demonstrated -- that substantial 
economies could be made? Do you not think that is a 
reasonable kind of co-operation to expect from the 
farmers of the area, to agree that line be abandoned? 

| he Again it is a question of national 
responsibility, and, as such, it would be the res- 
ponsibility of the nation to determine what is in the 
best interests of all concerned, always having in mind 
relative conditions as between people and as between 
‘farmers. The nation might indicate that it is 
necessary to maintain a certain type of service, and 
under those circumstances, that might necessitate a 
subsidy tohat esmdtlakiagd> teres afiuier dae 
sidered, yes, I think that all people should be prepared © 
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to co-operate to do the things that are necessary, 
but no hardship should be placed on any one group of 
people. | 

Q. There should not be too heavy a burden 
on any group of people? 

A, Yess 

Q. On page 1 you say, 

"The necessary solutions, we suggest, can be 

found and implemented only by a sincere. and 

co-operative effort on the part of all 

segments of the Canadian economy." 
It would appear to me that if a railway company had been 
deserted by its patrons to the point it was not able to 
pay its way and the line was not needed for railway 
purposes, and that there were other lines in the area 
that could serve the community with a little Maree 
cost on the part of the farmers, that that would be an 
area where co-operation between the parties would 
indicate that the rateodde should. be abhewedtte make 
the economies by getting rid of that line? 

A. Yes, bE wend qualify it to this extent: 
I don't think I would agree it necessarily follows 
that the farmers themselves had deserted the rail line 
to the point of its becoming uneconomic. I would 
rather suggest it is a case of the railways themselves 
not having properly assessed the situation before 
the line was built, and in many cases uneconomic 
railways are in existence. 

Q. I was thinking in terms of the incidence 


of truck competition today which has erroded a lot of 
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traffic from the railways which formerly moved -- but, 
no doubt, there are a lot of branch lines which are 
due to overbuilding? 

A. Each case would have to be taken on its 
own merits. 

Q. In this connection, perhaps you may be 
interested in the fact that, as has already been put on 
the record, Canadian National has before the Transport 
Board eight applications for abandonment of lines in 
areas where we consider the lines are not able to stand 
on their own feet, and I Suppose also your organization 
is aware of the fact that strenuous efforts have been 
made by Canadian National in Western Canada -- Alberta, 
in particular, to eliminate unnecessary stations and 
anubéassary costly parts of operation which are no longer 
needed by the public? 

| A. Yes, we are aware of that. 

Q. Would you agree that in these matters of 
economies and more efficient operation that it is proper 
that the railroads should press forward with their 
plans $6 provide integrated highway and rail services 
and integrated rail and piggy-back services in areas 
where they can make economies and give efficient service 
by doing that? | | 

A. It would have to depend entirely on the 
studies of the whole situation, and that the proper 
approach be made to it depending on areas, and all of th 
things concerning it. 

Q. But if these new co-ordinated methods 


could produce substantial economies and provide better 
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service, you agree with them? 

A. With the proper safeguards attached to 
it so that nobody stands any chance of being put in a 
position where, if a monopoly arises, they are not 
exploited in any way. - 


Q. Yes, I agree with that, of course. 


CROSS-EXAMINATION BY MR. SINCLAIR: 


Q. Mr. Nelson, I think that you know that 
my name is Ian Sinclair and I represent Canadian 
Pacific. At paragraph 13 of your brief, which is on 
nae 5, you refer to the yey 278 ECO EA have been 
necessary by the farmers to meet technicological 
changes in farming, and you say, "This ability to change 
to adapt to the new conditions is a continuing test for 
any individual or industry". My question to you, 
arising from that, is this: It would be the position 

of your organization that restrictions should not be 
imposed on any individual or industry which would 
hamper that industry changing its service in the light 
of changing conditions; would that be correct? 

A. Again, I would have to qualify it in 
this way, that certain industries have the responsibilit 
to a lot of people, and, as such, there must be certain 
restrictions put on any changes sh BD tod it does not in 
any way hurt people concerned, or anything of that 
nature, because of the nature of that particular industry. 

Q. Mr. Nelson, you dontt mean “in any way 
hurt". There is a little bit of hurt in all change, 
isn't there? 


| 


) A. Always, yes; I agree with that. 
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Q. And some hurt is to be expected as 
industry or individuals change to changing circumstances 
and that is what we would expect, and that is what 
should apply to everyone as they meet change; isn't 
that so? 

A. I think farmers have adapted to change 
and have accepted more hurt, probably, as a group of 
people than possibly any other group. 

Q. My point, though, is that there. should 
not be different rules for others than farmers in 

meeting changes, should there? 

| As No, I don't agree -- I don't say there 
should be different rules, but I still maintain that 
there are certain either industries or facilities to 
work with people that of necessity must be -- or, 
must be different ret seme ately proba ypuittian an 
individual would be. I think there has to be a 
difference. | 7 

Q. If conditions change, then, those 
changed conditions are a factor that should be taken 
into consideration and should result in changes brought 
about by those conditions where that is possible to 
be done? 

A. I think that is right, yes. 

Q. What the Farmers! Union is interested 
in, you would agree, would you, is efficiency, and 
you are interested in the fact that there should not 
be duplication of services? 

A. That is right. 

Q. -»e Which would seem to be indicated in 


certain areas; is that right? 
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A. That is right. 

Q. You would agree, would you, Mr. Nelson, 
that what might appear a be duplications requires 
close study and indeed requires the application of 
highly experienced judgment? 

A. That is correct. 

Q. And all watnee are not always as they 
appear to be? | | | 

A. No, I can agree with that, although I 
would say that when you ride on either the C.P.R. or 
the C.N.R. in some areas east of Winnipeg and see the 
tracks alongside, it does make a person wonder whether 
there is inefficiency in application there or not; 
but, you are quite right, it would take study to know 
whether it is true or not. | . 
| Q. And the application of experienced 
judgment? 

> 8 A. Correct. 

Q@. And it is not your suggestion, is it, 
that, for instance, Canadian Pacific Railway is lacking 
in experienced managerial judgment? ; 

A. I do not propose to suggest anything 
about Canadian Pacific operations ae7a1t from within, 
because I have no knowledge of it. I presume that 
they hire and use the most experienced people it is 
possible to get. 

Q. Mr. Nelson, approaching this matter of 
branch lines -- their necessities -- one of the 
important things is to look at the type of traffic 


that is moving over them. and whether that traffic 
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that is moving over the branch lines is a traffic 
that is of national interest, such as grain: do 
you agree with that? 

A. Well, again, I would have to say that 
it is true that;you would deal with a national traffic 
problem, but, on the other hand, I would have to say 
that any people living within any given area is a 
national problem, and, as such, anything that has to do 
with their particular welfare becomes a national problem 

Q. Well, if the commodity that is moving 
over that branch line is a national commodity, as’. is 
grain moving to export positions in Western Canada -- 
and I think there is pretty dies universal agreement 
on that -- would you agree that is somewhat different 
from a person who happens to live in a place and who 
might use the passenger train occasionally when his 
car was broken down, or when/he felt like going down 
to see his uncle, or use, it as a standby service? 

They are very different? 

A. Oh,. yes. 

Q. So, therefore, one can well look at 
passenger service in quite a different way than you 
can look at the movement of a national commodity such 
as grain? 

A. I think that.is right, .yes. 

Q. A number of my friends have asked you 
questions about nationalization, and I have been known 
to ask people questions about that. You see, Mr. 
Nelson, I work for the Ganadian Pacific and I don't 


want to bé liquidated, and you can understand that. 
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~I could put a few questions to you, and I am quite sure 
that you would agree with some and disagree with 
others, buted do say this to you, that I heartily 
disagree on behalf of my client, Canadian Pacific, 
with your proposal, and I do say to you one other 
thing, and this is the only question I am going to 
ask you about: where it has been tried, do you know 
‘of anyplace it was successful? 

“wAS I think we have a pretty fair sample of 
that right here in Canada. 

Q. Where is that? 

A. Where the Canadian Government took over 
a number of eustepesates private railroad companies 
and forged them into one unit and have done a pretty 
fair job of operating that particular transportation. 

Q. That is your example? 

A. That is one. example, yes. 

Q. Thank you very, very much. Do you 
know how much income tax was paid by Canadian 
National last year? 

A. I am not particularly interested in the 
amount of income tax anybody pays. 

Q. Not yourself, either? 

A. (All of these have a bearing on actual 
costs involved. It doesn't matter to me whether I 
pay income tax, particularly, as a person. The 
costs of operating any particular commodity, whether 
it be a private railway or a government or anything 
Sige is determined by the actual cost involved, and 
we are only concerned in making that cost as low as 


possible. 
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Q. Now, one other example that must have 
come to your attention, is the situation in Great 
Britain where your plan had been tried. Part of it 
was abandoned, and very, very substantial monetary 
losses are being paid by the people of Great Britain: 
do you know about the nationalized railways ™ Great 
Britain? 

A. I can't say that I am 100 per cent 
familiar with the problem in Great Britain. I am 
not prepared to accept the fact that just because 
you have a failure that this necessarily means that 
the principle is wrong. I think there is such a 
thing as using a principle and building an effective 
business or anything else around it. } 

Q. But you have no other examples you 
would like to give to the Commission? 

A. No, I am not quoting any examples. 
Principle is the only thing we are concerned with at 
the moment. 


MR. SINCLAIR: Thank you. 


BY MR. BALCH: 

Q. You represent the Farmers! Union of 
Alberta? 

A. 7é3, 

Q. I am looking at paragraph 13 of your 
submission and you say, 

"Since 1940, the productivity of farm labour 

has increased by 51 per cent, while the 

investment in farm machinery has more than 


doubled." 
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That 51. per cent increase would be as a result of 
improved farm machinery, wouldn't it? 

A. Mechanization. 

Q. We will go to the railways --- 

A. i think I should add here that in addi- 
tion to mechanization, of course, other technicological 
changes have come about such as improved varieties and 
things of that nature; but, largely, mechanization 
is responsible. 

Q. Now, in paragraph 14 you say, 

",.. has the productivity of railway workers, 

at all levels, increased significantly, as it 

has in agriculture?" 
Would it surprise you to know that freight trains -- 
and I think you have answered that question on page 3 
when you say, 

"Furthermore, a trainload of grain in 1960 is 

many times greater than in 1897." 

In other words, the productivity of the railroad worker 
has definitely increased by the length of trains? 

A. Yes. | 

Q. Would you know at the present time that 
freight trains have increased something between 20 and 
30 per cent in tonnage in the actual pulling of a train? 
You know, of course, it used to be by five men and 
that naa been reduced on the Canadian Pacific and 
Canadian National by one man; you know that? 

A. Yes. * 

Q. There is a railroad in Canada at the 


present time where the train has three men on it and > 
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(Baten): 


it pulls on an average of 15,000 tons of iron ore. 
I think you must agree that the productivity of the 
railway man has definitely increased when you hear those 
figures? 

| A. We are not in any way disputing the 
possibility that this may be so. . We are only quoting 
questions here that have been brought to our attention 
by newspapers and otherwise, — While we know what the 
increase in productivity of the farmer is, we are 
wondering whether others have been following in line, 
and we are only suggesting it as a question and not as 
a statement. 

Q. Then, we come to the efficiency of the 
railways through the advent of the technicological 
changes, and bHéae figures I have here are: the 
Canadian National Railroad in 1952 had 127,930 employees; 
I have the figures for 1958, which are 110,559, a loss 
of 17,371 employees on the Canadian National. The 
Canadian Pacific in 1952 had 83,842, and in 1958, it 
had 70,817, a loss of 13,031, a total loss on both 
railroads of employees of 30,402. Wouldn't you think 
from that that the railways are definitely putting in 
efficiencies? You do say in one place here that 
the many thousands of farm families who have become 
the victims of these technicological changes have had 
to make their own readjustments without any outside 
help, and would you say the railroad man had the same 
problem to face? 

A. I presume that he had. I am not 


personally acquainted with that particular situation 
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with the railroad men, but this is definitely something 
that is affecting all phases of our economy. We 
recognize that. We, of course, Wneind wndew races with 
the farmers. As such, we are familiar with their 
problems and state them as we see them. 

Q. When you speak of abandonment of lines, 
it may be that you are looking after the farmer too, 
as you probably are; but, you must consider when you 
abandon a line, any kind of a line, there are a certain 
amount of railway men who lose their jobs? 

A. | Yes. 

Q. You have section men and telegraphers, 
and so on? 

A. Yes. 

Q. so, I hope that you think of those things 
when you ask for the various things you have asked for. 

A. We have considered them very seriously, 
and it doesn't give us any great deal of pleasure to 
recommend anything that takes a job away from any man, 
Behr we recognize the problems fully. We come into 
contact with it every day in our operations. Automation 
is, in itself, a problem that I feel this nation and 
other nations have got to deal with and deal with ina 
realistic manner, but we have to go beyond some of these 
problems. 

Q. After what I have said, would you not 
say that the productivity of railway workers has 
increased? 

A. Well, I can't deny that at all. The 


evidence is certainly there. I don't know whether 
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the percentage is the same or anything like that. You 
would have to relate the figures. 

Q. Did you consider there was a test train | 
of the Canadian Pacific that came from Fort William to 
Winnipeg and pulled over 200 cars of grain, and a little 
later on that is probably going to be four men on that 
train doing that, whereas, years ago, with 25 cars, 
3,000 tons was the maximum load on a train. Just 
imagine the productivity that has been increased. 

| AS ¢ That is bbhehts | 
Q. Thank you very much. 
A. We don't deny that at all. 


BY MR. ANSCOMB: 


Q. I want to ask you one question.and flirt 
around a little with the next one. My first one is 
Ceeanee of your answer to Mr. Mauro in which he put to 
you fairly clearly, and you agreed with him, that the 
cost of moving grain had been reduced over the years 
pAcwese of technicological improvements and all the 
rest of it -- the number of bare that now could be 
moved by the same effort. Wouldn't the same thing 


apply to the farmers in the cost of the production of 


the grain itself? And, before you answer me, let 
me tell you why I am asking: 45 years ago you would 
have taken -- or, your predecessors would have taken -- 


thousands of people from the Pacific Coast where I live 
to help you harvest your grain, whereas today Massey 

Harris or the Cockshutt people harvest it and do every- 

thing else, and before we get home, they will likely 

be baking the bread for you. Hasn't their cost of 
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production Boas down as well as that of the railway? 

A. Do you think either Massey Harris or 
any of these other people have nei eae this for us 
for nothing? | | 

Q. No, but they are doing it cheaper than 
hand labour or you wouldn't do it. 

A. We are not absolutely sure that this is 
true. It is quite true we are doing it and, of course, 
the hand labour is not pid al -- or, not available 
in the quantity and at the prescribed time. o 

Q. Or the akan’ 


A. Yes, the price is a big factor. 
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Q. Yes. Well now, I want to move around 
with you to this No. 18, because you have mystified 
me cndut nationalization of railways, since we get 
into the Prairie region. | 
Would you just tell me, would you agree that 
even if you could not nationalize the airlines, and 
you suggest the nationalization of the two railways, , 
and then you follow it with the pipelines and trucking - 
now, is it the view of your farm organization that if 
you could only just nationalize the two railroads that 
you would want to do that? 
| A. If you could, you weld Limit your 
nationalization to the two railroads, you suggest? 
We. 
A. It is. the policy of the Farmers! Union 


Do you want to do that? 


that, in the best interest of people concerned, they 
feel that nationalization of railroads without integra- 
ting the whole railroad operation would be in the 
interests of all people concerned. ‘ 
. Q. Just railroad operation? 

A. Yes. | 

Q. Even if you could not integrate the 
trucks? 

A. They are not necessarily related, no. 
That is, we are going further here in suggesting that, 
to get maximum efficiency and to put transportation into 
the channels that it could do the best job, that you 
might have to nationalize all of these facilities in 
order to do that. But, as far as the union policy 
is concerned, it has been for years the policy of: the 
organization that nationa]jzation of the railroads | 


themselves would be in the interest of national economy 
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Q. Well now, again, I say you use this 
language -- and you used it very nicely; don't make 
any misunderstanding in my approach, because I like it, 
as a matter of fact -- you have said there is no 
greater free enterpriser than the farmer of Alberta. 

Will you tell me, on that basis, if you would 
not rather free enterprise the C.N.R. than nationalize 
the C.P.R.? In other words, bring about an amalga- 
mation under the free enterprise system? 

A. Well, frankly, I would have to say this: 
that there is a difference between a small free enter- 
priser and a large free enterpriser. 

| Q. Not in principle, no. Well, you go 
ahead. | 
| A. New 1 will say that, in principle, not - 
but, in practical approach, yes, that the larger an 
operatimgets, the more or the easier it becomes to 
tremnle the smelt people underfoot. And for eat 
Pakba it is necessary that we are reasonably careful 
when we allow anything to get.large rates that either 
| we have maximum controls, or that we have it built in 
such a way Hat you confine the problem of operation so 
that you do not hurt too many small people. 
| Q. Well, you would rather be trampled 
underfoot by the state than you would by Mr. Sinclair, 
who does not want to be liquidated himself? 
tp I am not anymore interested in being 
trampled underfoot by the state than I am by anybody 
else. I am only assuming here that the principle of 


doing this thing is right, and being right you would 
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operate it in the interests of all people concerned, 
not in the dis-interest of them. 

re I wonder if I might just put this to 
you, because it has been put to us een and I happen 
to think that this is a very serious problem for the 
Commission to hae ska deal with, and it has to deal 
with it. 

It has been put to us in many places. The 
suggestion was made in one place as a good example -- 
and with profound respect, I think it is a better 
example than yours, when you have the C.N.R. as an 
example -- that you have today telephones in some 
provinces and power development in some provinces con- 
trolled by the state and that they are successful. 
Nobody doubts that. “That was a statement of fact. 
And, therefore, if that be so,théré is no reason why 
the two railways should not be socialized as well. 

ui would just ask you if you would agree with 
me that that basis of argument is just from a business- 
man's viewpoint, entirely out. 

Let me put it to you this way. The state 
and this province may and does -- [I think it does, 

as far as telephones are concerned, at least ~-- operate 
velopeaker cat power, but they do it under a complete 
powerful monopoly. They are the state. Nobody it. 
can start a power plant; nobody else can start a 
telephone company. If the rates are not suitable to 
give the government what they want, they can put them 
up, and nobody can say anything. 


But, when you nationalize the railway, if you 
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only do the two railways, there is no monopoly. There 
may be a monopoly as far as you can express it, that 

_ it is a national monopoly of the two railways. But 
there is He wbacpels of transportation, because you 
have three other lines of transportation who will still 
compete with that monopoly. ' Do you agree with that? 

A. L have to agree in principle, yes, there 
is no question about it. The only principle that I 
disagree with ve that it does not naturally follow 
that you get the most. efficient method of transportation 
just because you have competition. 

ps Wy but you veer’ agree, I think -- 
perhaps not out loud, but with me -- that private 
enterprise will give you more efficiency than any 
government organization? , | } 

A. I am not prepared to agree with that, 
because I have seen too many instances where it does 
not apply. | | 

| COMMISSIONER ANSCOMB: © You and I will have 


to have a chat privately. Thank you, Mr. Nelson. 


BY COMMISSIGQNER MANN: 

Q. Mr. Nelson, you have been a most patient 
witness, and we appreciate your patience. We have 
covered a lot of what I had intended to discuss with 
you. -I have oun question for you, and that arises out 
of the remark you made in paragraph 6 of your submission, 
and I am referring in particular to the sentence: 

"If the individual farmers' market haul is 

thereby increased, it would be necessary that 


he be compensated for the added cost." 
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Now, would you think that such compensation 
could be achieved by giving the farmer the benefit of 
lower rates that could be perhaps given to him following 
a saving by the railways of cost incident upon that 
tbeanch line? 

A. It would-be a measure of relief, but it 
would be a discriminatory relief in this particular case 
because one farmer would be bearing a higher cost -- 
not an additional cost, but a higher cost -- in compari- 
son with the relief the others would be getting, 
around him. That would be the only point. 

Q. You want ‘ce tie the compensation down 
to the particular line, rather than the aggregate of 
the region or area? | 

A. I am particularly interested in arriving 
at a final solution to this thing so that no one person 
or group of persons will bear an undue share of the 
reduced. costs. We want to keep it as near equal as 
we possibly can. I realize that this is an impossi- 
bili ys but we do not want us to get too far away from 
that concept. 

Q. That's right. Could such compensation 
also be given to the farmer by enabling the municipality 
in which he lives, or the province in which he lives, 
to iki ial better roads to make up for the loss of 
the branch line, for instance? 

A. It could very well be a large factor in 
the change 

Q. Would that be what you mean when you say, 

",.. that he be compensated for the added 


"gost"? 
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2 Could that be part of what you mean? 


3 A It could be part of it. 

4 —  @. But not all of it? 

5 A. Not necessarily. It becomes, as I 

4 said before, necessary to study the whole thing in its 
context and come up with the best answer that we 

: possibly can. 

. Q. I have just one more question of Mr. 

? Nelson. | 

10 In your submission, at page 3, you talk about 


11 progressive reduction of service. And, in answer to 
12 Council, you talked about the fact that little by little 
13 service should be reduced, if it was found necessary. 


Do you think that it is the gradualness of 


: abandonment and discontinuance that is very important; 

: you don't want any such change? 

" A. That is correct. A Sudden change hurts 

uM indiscriminately, and I do not think that it is justified 
18 


in this instance, or any other instances that I can 


19] think of. 

20 ) Q. Do you think, then, Mr. Nelson, that the 
1 farm community of your province should be given advance 
notice of the overall intentions of abandonment? 

A. That's right, and I think plans made 
accordingly, so that everybody can adjust as it becomes 
necessary. 

i Q. What time period, if you can answer that, 
roughly. We don't want to tie you down to a year or 


so, but what time period have you in mind in regard to 


advance notice? How much would you need? How much 
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time would you need? 

| A. I think that you would have to look 
quite extensively into the future in anything like 
that, because I think it has a bearing on more things 
than just individuals. You have certain facilities; 
these facilities need to be replaced after a period of 
time. Once notice is given that a certain change is 
going to be taking place,then everybody concerned would 
be in a position, that the onus would be on them, if 
they established any new raenideyes or anything on that 
line. 

That is, proper time should be given so that 
everybody would govern themselves accordingly. L 
wouldn't want to tie it down to any particular time’at 
all. It could be ten years, cueaty years. It might 
be longer. 

It has to be a planning project that would 
take into consideration all things. Time would be a 
big factor. 

Q. Do you think that such planning should 
be joint planning by the carriers ina tite communities 
affected, or some authorities representing the 
communities? | 

A. I always maintain that the more joint 
planning ae can have, the better for everybody 
concerned. 

COMMISSIONER MANN: Thank you very much, Mr. 
Nelson. | 

THE CHAIRMAN: Thank you very much, Mr. 


Nelson. I think the Commission has been struck dn all 
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three provinces with the reception that has been given 
tot» the idea that there must be some abandonment of 
lines and service. That is to say, rails are 
regarded as essential, but there is recognition that 
"you cannot have your cake and eat it, too", probably. 
And we have to surrender something in order to maintain 
What is. That is the attitude that governments, farm 
organizations, and individuals have been making to us. 

Thank you very much, Mr. Nelson. 

THE WITNESS: Thank you very much. 

THE CHAIRMAN: We will have a short recess. 
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DENNIS S. O'CONNELL, Sworn... 


BY MR, FRAWLEY: 

Q. Your name is Dennis S. O'Connell, and 
you live in Lethbridge and you are the executive 
secretary of the Lethbridge Chamber of Commerce. 

a Yes. | 
ws 

Q. And you have prepared a brief to be 
presented to this Commission, a brief on behalf of the 
Lethbridge Chamber of Commerce, and it has been suggested, 
Mr. O'Connell, that owing to the lateness of the hour: 
that the brief could be taken as read. In other words, 
it will be incorporated into the transcript as if it 
had been read by yourself, and will that be satisfactory 
to w64u? | 

A. Yes. 

MR. FRAWLEY: So that on that basis, then, 
the questioning by counsel for the various interests 
Should proceed at once, Mr. Chairman. 

THE CHAIRMAN: Thank you. 

MR. O'CONNELL: May we first express our 

. appreciation at being given the opportunity to present 
a-brief to you on this matter which is of vital 
iupertanee to. the development of Southern Alberta. 

Ls The City of Lethbridge has an historical 
association with one of the items being considered by 
you. Lethbridge is the eastern terminus of the 

Crow's Nest Pass Railway which was built in 1898 as a 
result of the Crow's Nest Pass Agreement on freight 
rates covering export grain. This matter has received 


much attention, in fact, in our opinion an excessive 
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amount of attention, from the experts, and we do not 
intend to comment on the matter at any length. We 
would suggest, however, that if the Commission is to 
consider the matter of profits (or as the railroads claim, 
losses) resulting from the Crow's Nest Pass Agreement. 
they Should cause the railroads to file statements | 
relative to their profit and loss position with regard 
to Agreed Charges under which category much of the rail 
freight traffic moves today. They should also file 
statements relative to their passenger traffic profit 
and loss position. These and other matters, which the 
Commissioners in their wisdom deem pertinent, should 

be investigated before there is any thought of jeo- 
pardizing the Crow's Nest Pass Grain Rates upon which 
So much of Western Canada's, and indeed all of Canada's, 
prosperity is dependent. ‘ | 

2. Lethbridge is the trading and market center 
for a large area which is served by one railway, The 
Canadian Pacific. We believe that on the whole, this 
area has received excellent service from the Canadian 
Pacific. Relations between agriculture, industry, 

the public and the Company have been goods Railway 
lines of the C.P.R. radiate in eight different routes 
from the city. 

Su Our submission will be based on two points of 
view, The first is that of agriculture, which has 

been the main source of income in this area both for the 
area as a whole and ve the Railway for the past sixty 
years, and the’ second is that of industry which is 
growing in importance in this area as well as in other 


parts of Alberta. 
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Dealing in the first instance with agriculture 


it is not our intention to repeat many of the facts, 


figures and arguments which will be set out in many 


other briefs filed by organizations in Western Canada. 


However, the following table indicating the new wealth 


production on the Lethbridge C.P.R. Division; 


the farm 


production on the same Division and the percentage 


that the second forms of the first will indicate 


how important agriculture is to the Lethbridge district. 


NEW WEALTH FARM PERCENTAGE 
YEAR ‘PRODUCTION PRODUCTION a ak ae 
1949 $151,010,000 $127,210, 000 , 84 
1950 ' 130, 675,000 106, 338,500 81 
1951 129,508, 750 107,021,000 82 
1952 173, 500,000 145,500,000 84. 
1953 157,275,000 125, 275,000 79 
1954 : 0, 200,000 98 , 200, 000 76 
1955 149, 870,000 108, 870, 000 73 
1956 170,500,000 136, 500,000 80 
957 164,150,000 133,150,000 81 
1958 187, 708, 000 155, 958,000 83 
3. We also wish to point out that a very large 


number of farmers’ in our area are being affected and 
will be more affected by the price squeeze between the 
selling price of farm produce and the purchase price of 
the machinery and other items required to produce crops. 
There are over 500,000 acres of irrigated land in 
Southern Alberta. It is admitted that many farmers on 
small dry land acreages are being forced out of business 


{ 


by rising production costs. As a result dry land farms 
are being congolidated and there are fewer and fewer 
owners. wHethex this tendency is a good thing or not 
is subject to argument, but this tendency towards 
larger units is not possible in irrigation farming. 


The economic'unit of an irrigated farm must remain 
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small. Intensive cultivation and a large labour force 
are required to produce the specialized crops eink 
must be grown on irrigated lands if costs of operation 
are to be met. 

oe We therefore submit that: 

(a) on the importation into this district of the 
tractors, trucks, farm machinery, Pewtii ease and all 
other necessities required for agricultural production, 
freight rates should be kept as low as possible con- 
sistent with the operation of the Railway. 

(ob) on the export of our agricultural products, 
freight rates should be on a basis so that neither this 
district nor any other district will suffer from an 
unfair disadvantage, one over the other, in the 
marketing of these products either in their natural 
state or as manufactured products. 
hee The agricultural economy of this area and 
especially the irrigated areas have been greatly 
strengthened by the establishment of factories which 
have processed our agricultural products into 
finished products. These factories include sugar 
factories, flour mills, canning factories, quick 
freezing plants, a seed processing plant, a brewery 
and a macaroni factory. The continued progress of this 
area depends upon the establishment of more of these 
food processing plants hth wenn ltiian of Western 
Canada grows and our irrigated acreage increases. 
Therefore, we merely wish to re-iterate the statement 
that freight rates should not permit an undue pre- 
ference to an industry in one area over a similar in-- 


dustry in another area. For example, if a plant in 
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Lethbridge is producing a product this plant should be 
able to ship as far from Lethbridge as another plant 
Shipping towards Lethbridge is able to do on an 
equalized freight rate structure. 

8. Since the discovery of oil at Leduc in 1946, 
there has been a very rapid increase in industry in 
Alberta. Most of these new plants have been established 
at or near Calgary and anton’, Both of these centres 
are served by two railroads and both are on the main 
lines of transcontinental routes. We in Southern 
Alberta suffer a disadvantage in the establishment of 
industry because of these facts, but especially because 
of the fact that only one railroad serves the area. 

We suggest that a detailed economic study be made of 
the feasibility of a second railroad. We ask the 
Commission to take cognisance of this request and ask 
them to note that we are already suffering under suffi- 
cient disability vis a vis one railroad and that we 
Should be relieved of the burden of any further 
inequities. 

9. As a general submission we say that freight 
rates should not give an undeserved preference to the 
manufactured goods of one area over those of another 
area in Canada and in particular no undue preference 
of rates should be extended. to any city or cities in 
Alberta, otherwise our industrial complex pattern will 


be further distorted by an unbalanced freight rate 


structure. 


LO To that end we believe: 
(a) That rail freight charges for the same distance 
Should be the same in all parts of Canada for the same or 


like commodity. 
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(b) That if a railway enters into an Agreed Charge 
agreement with an industry in one city in Alberta,this 
Agreed Charge should be open to all similar plants in 
“Alberta on an equal mileage basis for the same commodity. 
Otherwise, it might be impossible for a similar 
“puebdery to establish in another part of Alberta without 
first obtaining the consent of the Railway through an 
en Charge Agreement. 

(ce) Agreed Charge Agreements for shipments from 
Eastern Canada to asi Pacific Coast should not be 
permitted to violate the 1 1/3 rule contained in 
Section 332B of the Railway Act. If a railway enters 
into an Agreed Charge rate, say, for shipment of a stéel 
product from a point in Eastern Canada to Vancouver, then 
the 1 1/3 rule should cove oo the charge on shipments 
of this geen product from the same Eastern Canadian 
Datat of origin to its destination in Alberta. 

(d) That evidence should be received on all 
aspects of the railway's operations and that the 
Crow's Nest rates should not be treated as an entity 
unto themselves but viewed against the background of 
the railway's total spear ton: and in the light of their 
historic institution and daveloument: 

(e) That it must be recognized that the railways 
for many years will continue to play an integral part in 
the development of Canada and must not be allowed to 
take any action that will be to the detriment of the 
Canadian péople and ipso facto in the long run to their 
own detriment. 


(f) That the railroads are best able to correct 
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inequities that exist and that government action should 
not be taken until the welfare of the Canadian people as 
a whole is patently and flagrantly placed in jeopardy. 

(g) That on goods imported from the United States, 
joint through rates applied should not merely be a 
combination of the rates applicable over the U.S. lines 
and those applicable over the Canadian lines, but rather 
should be based on the total length of haul from point 
of origination to the point of destination. 

All of which lis meupect fully submitted on behalf of 
the Lethbridge Chamber of Commerce in the sincere 
belief that a study of its contents by the Commissioners 
will redound to the benefit of the people of Canada. 


CROSS-EXAMINATION BY MR. COOPER: 

Q. May I direct your attention to paragraph 
on page 2, and would you just give the Commission the 
source of the figures that are shown there. 

A. Bees year the Lethbridge Herald makes 
an economic analysis for the whole year, and these 
figures are taken from the Lethbridge Herald. 

Q. These figures, I take it, are not avail- 
able as yet for 1959? 

A. Yes, they are, but this brief was prepare 
before that and they were not available and we were 
in the process of preparing the brief. I can certainly 
have them sent to you if it will help the Commission. 

iG, Mall, wee might direct a letter to the 
Secretary of the Commission, . giving him the figures 
for 1959. 

A. I shall do that. 
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Q@.- On page 2, also, in paragraph 5, you deal 
with the number of farmers in the area and the number-- 
perhaps I should say the number of acres of irrigated land 
in Southern Alberta, and on page 3 you state that the 
economic units of an irrigated farm must remain small. 
Would you mind just indicating to the Commission the area 
of such an irrigated farm in acres? 

A, I would rather that Mr, Nelson were in the 
witness box right now. I am not too well acquainted with 
the exact Size of the farms. We use the word sometimes as 
a comparative statement, comparing it, of course, to dry 
land farms. | a 

Q. Perhaps you might enlarge on that a bit. 

A dry land farm is what I would understand to be an 
ordinary farm; is that correct? 

A. A grain farm, yes. 

Q. A grain farm? 

A, Yes, 

Q. ‘id an irrigated farm is a farm, of course, 
which has: access to irrigated water, and I presume 
produces crops of a different nature. 

BS Phaty'es' right, 

Q. What crops? 

A. Peas, Seer beans, pumpkin, squagh. 

Qe Market produce? 

A. Yes. 

MR. FRAWLEY: And alfalfa. 

THE WITNESS: Alfalfa, livestock, sugar 
beets. r con | 


Q. But you have no figures there on acreages 
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on these smaller farms? 

A. No exact figures, no. 

MR. FRAWLEY: We are fairly well known for our 
irrigated farming, and if the Commission would like some 
data along those lines, our Provincial Department of 
Agriculture, I am sure, would be glad to answer any 
such questionnaire as Mr; Cooper might prepare for us. 

MR. COOPER: Thank you very much. 

THE CHAIRMAN: That is interesting, because 
in Susketohelais they have a dam now. 

MR. FRAWLEY: They are just starting, and 
perhaps. like in many other things, we ould teach them 
something. ; 

MR. SINCLAIR: They have had irrigation around 
certain parts of Saskatchewan for a long time, Mr. 
Frawley. 

| THE CHAIRMAN: But this is on a large 
measure. it, | 

MR. FRAWLEY: § The Canadian Pacific Railway 
used to be in irrigation, and that is what you call an 
Siager and outer", I suppose? 

MR. SINCLAIR: I am glad that my friend has 
brought this out, and I wonder when he produces the 
information if he would like to say -- and he could get 
this information -- what the contribution of the 
Canadian Pacific was to the irrigation in this province? 

MR. FRAWLEY: And on that I can be completely 
unqualified; there are many things I hesitate to stumble 
on when I. am complimenting the Canadian Pacific Railway, 
but not for what they did for irrigation in Southern 
Alberta. So, we will include that. 
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Q. In paragraph 7 on page 3, Mr. O'Connell, 
I don't quite appreciate the meaning of the sentence 
which you have there, 

"For example, if a plant in Lethbridge is 

producing a4 product, this plant shovld be able 

to ship as far from Lethbridge as another 

plant shipping towards Lethbridge is able to 

do on an equalized freight rate structure." 
Do I understand from this that a desire rates equalized 


on processed food products going from Lethbridge and 


coming into Lethbridge. 


A, An equalized ten mile rate. 

Q. Regardless of competitive factors or 
anything else? 

A. I don't follow your question? 

Q. If you had a competitive rate coming 
into Lethbridge, and you didn't have geab rate going 
out, you would expect to get the same rate for the 
processed food products going out as the competitive 
rate coming in. 

A. Yes. 

Q. Now, have you any instance, Mr. O'Connell, 
where Lethbridge is at a disadvantage due to the present 
freight rate structure under which they might possibly -- 
and when I say "they", I mean the processed food 
producers in Lethbridge -- that they have to pay a higher 
rate to get their products out of Lethbridge than the 
products could go into Lethbridge at. 

A. You mean available to me? 


Q. Yes. 
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A. No sir, I don't have any available with 
me. 

Q. Are there such instances that you know of? 

A. There have been, I think there are some 
that still exist, 

Q. You mean the situation is better now than 
it used to be? 

A. Yes. 

Q. Why? 

A, There heve been agreed charges put in for 
some manufacturers in the Lethbridge District, which 
then would benefit all the Lethbridge District. 

Q. Now, in paragraph 8, you state that, 

"We in Southern Alberta suffer a disadvantage 
in the establishment of industry because of 
the facts, but especially because of the fact 
that only one railroad serves the area." 

Now, is not Lethbridge adequately served at 
the present ciulewy the Canadian Pacific Railway, or 
what is the situation? 

A. We did have a specific case of an industry 
Which is -- I don't think they are going to locate in 
Lethbridge, and the primary reason is that there is only 
one railroad. 

THE CHAIRMAN: The next sentence, I think, 
is the first request we have had in Canada for a second 
railroad. 

Q. That is what was interesting me. ~We have 
heard a lot about too many lines, and rail lines of 


Canadian National and the Canadian Pacific running paralldl, 
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and suggestions that there should be co-ordination of 
service, but as the Chairman says, for the first time 
now there is a request that a second railroad go into a 
community. 

A. It is not a new request. 

Q. In so far as Lethbridge is concerned, 
you mean? 

A. Yes. 

Qe Now, fa paragraph 10, are you having a 

number of suggestions there, and (a) is, 
| "That rail freight charges for the same 
distance should be the same in all parts of 

Canada for the same or like commodity," 

You take into consideration competitive 
factors there, or do you consider that any commodity 
moving in Canada over a certain distance should move in 
any other part of Canada at the same rate regardless 
of competitive factors or anything else. 

A. Yes. 

Q. I see. Now, in Section (b) you say, . 

"That if a railway enters into an Agreed 

Charge Agreement with an industry in one city 

in Alberta, this Agreed Charge should be open 

to all similar plants in Alberta on an equal 
mileage basis for the same commodity." 

I presume, Mr. O'Connell you are aware that 
under the Transport Act, Section 32, subsection 10, 
that the Board of Transport Commissioners can fix a 
Similar charge for any party, upon his showing that he 


has been discriminated against because there is an agreed 
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charge in existence with respect to a similar industry. 

Do you not consider that this is adequate 
protection in the circumstances which you have outlined? 

A. No, we would rather gee an automatic 
thing rather than have to have the onus of proof upon 
us. 

Q. So, automatically, you should be entitled 
to a fixed charge witiniut any necessity of proving 
similar circumstances or anything of that kind. 

A. What do you mean by "similar circumstances|'? 

Q. Unjust discrimination; you merely wish 
to make the automatic application, and without any 
inquiry into the matter at all you consider that you 
Should be entitled to a fixed charge, or the industry 
should be entitled to a fixed charge. | 

A. Yes, 

Q. That is all, thank you. 


CROSS-EXAMINATION BY MR. BRAZIER: 

Q. Mr. O'Connell, can I direct your 
attention to subparagraph (c) of paragraph 10 on page 5 
dealing with agreed charges to the Pacific Coast? 
Can you tell me why you make that statement? 

MR. SINCLAIR: He lives in Alberta. 

THE WITNESS: Well, that is the only _ 
reason I can think of. 

Q. Because you live in Alberta. 

MR. FRAWLEY: That is a good enough reason. 


There are no traitors in this Province. 
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CROSS-EXAMINATION BY MR. McDONALD: 

Q. Mr. O'Connell, I just have a couple of 
questions. On page 2, paragraph 4, where’ you are 
dealing with new wealth production and farm production, 
and so on; what is new wealth production, what is the 
nature of it? 

A. It is the whole new revenue produced as 
aresult of agricultural production and manufactured 
products. 

Q. You have here "farm production"; is 
farm production included: in 1? 

"AG Yes. You will note the third paragraph 
has "percentage 2 of 1". 

Q. But this figure of $127 million, is that 
included in the $151 million? 

A. 2018. 

Q. And the same all the way down. Is oil) 
included in the new wealth production? 

A. | Yea Prile is: 

Q. So. therefore you have on this document 
for the year 1958 under new wealth production, that 
83 per cent of that would be farm production? 

A. That is right. 

Q. And on page 5 you are speaking of goods 
imported from United States and you say, "joint 
through rates applied should not merely be a combina- 
tion of the rates applicable over the U.S. lines and 
those applicable over the Canadian lines, but rather 
Should be based on the total length of haul from point 


of origination to the point of destination." 
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You want a number of joint through rates before 
covering everything. 

MR. FRAWLEY: What is that? 

Q. You want a number of joint through rates 
covering everything, or have you specific commodities 
in mind? : 

A. The joint through ene should not be 
merely a combination of the two individual rates, but 
should rather be based on the total mileage of the haul. 

Q. And have you taken that up with the rail- 
ways to see if you could get them to negotiate something 
along that line? 

A. Not as a Chamber of Commerce, but members 
of the Lethbridge Chamber of Commerce have. | 

Q. You are oui dealing with my friend, 

Mr. Sinclair, there. You are not dealing with the 
Canadian National. ; 

A. That is right. 

Q. I had better leave that to him. 

MR. FRAWLEY: Don't ask it a number of 
times, either. 

MR. McDONALD: Thank you very much. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Mr, O'Connell, if, irrespective of 
compet ition a rate was to be put into force as if 
Sonpeti etna existed, and as a result railway revenues 
were substantially reduced, would you expect that che 
Loss in these revenues would be made up by increasing . 
the entire rate structure? 


A, You mean on the particular area or through+ 
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Q. Throughout the system. 

A. Yes, I would say that that would be the 
stand. ; 

gy. Ownplatthen, if the rate that had been 
fixed previously to meet the competition would be 
increased along with all other rates, then it would then 
be too high to meet the competition of the railways, and 
you would either have to reduce it or forego the traffic. 
Now, on which petard do you wish to ride? 

A. I would suggest that that is an over- 
simplification. | 

Q. I am asking you, and it may be an over- 
Simplification ... ii | 

THE CHAIRMAN: Let him answer. 

THE WITNESS: I don't see how one can answer 
when you take a particular matter out of its context, 
and then say, "What is the answer to the whole question?" 

Q. Ir, as a result of losses of revenues, 
you had to increase the rates; you couldn't increase 
them above where the competition would allow them to 
stand, could you? | 

A. That is right. 

Q. Then, if you couldn't get your revenues 
at that level of rates, where would you get the revenues 
hecedeary? 

A. It could come from increased o efficiency; , 
it could come from other via leit 

Q. Other departments of what? 

A, Of the Canadian Pacific. 


Q. Oh. So, this isswhat you think should 
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be done, that the railways should not stand on its own 
feet. | 

A. No, definitely not, the petavosds should 
stand on its own feet. 

Q. I see, | Do you not agree that if you 
followed your proposition through, that the result would 
be that the railways wouldn't be able to meet competition, 


but would have to forego some of their traffic? 
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A. That is possible, that they would have 

to forego some of their traffic, as they have done. 

| Q. And if the traffic that it is compelled 
to forego was contributing something to the railways’ 
constant costs, by foregoing it, the balance of the 
traffic would then have to carry that amount in addition 
to constant cost? | 

A. Yes, I would say the position, is much the 
same as we think pertains with some agreed charges, 
that other rates have to bear the losses that accrue 
from the agreed charges. 

Q. Do you know anything about the average 
revenue per ton mile for agreed Niakpetes 

Ay. © No, sir. 

Q. Do you know whether agreed charges a a 
whole are good traffic, medium good or bad traffic, from 
the revenue standpoint? 

A. No. 

Q. You have never analyzed agreed charge 
traffic as a whole. The evidence here, Mr. O'Connell, 
is that next to class rates, it returns to the railway 
the highest revenaed | 

A, I had heard you make that statement today, 
and that is the first time I knew it. | | 

Q. I suppose the Chamber of Commerce of 
Lethbridge is no different from the Chamber of Commerce 
of any other thriving city, and that is it would like to 
have all the advantages it has and anymore that it can 
get? | | 

A, Naturally. 
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Q. Irrespective of whether by doing so it 

might necessarily affect adversely ayeEpona else? 

| A. Our primary objective is the welfare of 
the community we serve, but I could not agree to the 
second part of your statement. | 

Q. If, for instance, the abolition of trans- 
continental competitive rates -~- 

MR. FRAWLEY: Which he certainly is not 
advocating at all, anymore than the. “Province of Alberta 
is. | 

MR. SINCLAIR: If as a result of the sugges- 
tions of Alberta, it resulted in the abolition of trans- 
continental competitive rates, and that adversely 
affected the railway industry, Canadian shippers, would 
you think that uaa a factor --- 

MR. FRAWLEY : _ Before the witness answers the 
question, I want the record to show that Mr. Sinclair 
is just endeavouring to terrify the witness; that is all. 
There is no necessary sennection whatsoever between what 
the witness is talking about, the one and one-third 
rule, and the taking out of trans-continental rates. 

MR. SINCLAIR: Mr. Chairman, may I say, how 
could a man by the name of Ian Sinclair ever berricy a 
man by the name of O'Connell +- or Mr. Frawley? 

MR. FRAWLEY: This is 1960, nat 1829, 

MR. SINCLAIR: Gy (ae. yi utro raat om if you are 
not terrified and you remember that question -- would you 
like me to restate it for you? | | 

A. Please. 

Q. If, as a result of the suggestions of 


Alberta, in which you join-- and, as Mr. Frawley said, 
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there are no braiters in dnpatban -- _ transcontinental 


competitive rates were taken out, and as a result 
Canadian shippers were adversely affected as the railway 
industry was adversely affected, would you think that 
that was a matter that should receive consideration? 

A. Yes, I do think it is a matter that should 
receive consideration, always bearing in mind that you hav 
put two or three "se" in the question. 

Q. I recognize that, because I don't intend 
to prove that ° now, and I am quite sure that I may say 
to you that it has been ial ai on other occasions. 

MR. FRAWLEY : That, of course, I do not 
accept, and I register my formal objection. 

MR. SINCLAIR: We have joined issue before, 
and we have joined issue again. 

THE CHAIRMAN: Often. 

MR. SINCLAIR: And I hope many times in the 


future. Thank you, Mr. O'Connell. 


ese nUan 


BY COMMISSIONER. MANN: 

Q. I have a question, Mr. O'Connell: at 
paraxraph @ you make this rather startling suggestion 
for the construction of another railroad. You mentioned 
earlier that you lost one plant at Lethbridge because 
you only had one railroad. Was that a plant incerested 
in shipping toon omer Pacific points to Canadian 
National points? 

A. Sir, I would ask you to excuse me 
answering the question. The information I have is 
s$111%donttaentiar aid o1a°st111 andes “consideration! 


| It would involved shipping to many points. 
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TORONTO. ONTARIO 0! Connell, Ccr-ex 5839 
(Mann) ~ 


Q. Including Canadian National points? 

A. Yes. 

Q. Have you ever discussed with Canadian 
Pacific and Canadian National the possibility of having 
catat through rates from Lethbridge -- are: there any now 
at all? 

A. Yes, there are. 

Q. And that still is a disability? 

fein E030 : 

MR, FRAWLEY: If I may, Mr.Chairman, ask a 
question I intended to ask in connection with that ques- 


tion just raised by Mr. Commissioner Mann. 


BY MR. FRAWLEY: 

Q. Mr. O'Connell, are you aware that for 
many, many years there were not enough inter-line rates, 
joint through rates, between the Canadian Pacific and 
Canadian National -- anymore than you could count on the 
fingers of one hand? 

| Az Yes, and we did a lot of work on that 
four or five years ago. 

Q. And during the last four or five years 
there has been some amelioration of the rule that 
existed for a long time which was that if a traffic 
was moving from Lethbridge to a Leded point on the 
euiedi an National Railways, even in this province or any 
part of Western Canada -- or, anywhere in Canada, that 
the rate would be constructed by a full Canadian Pacific 
rate to the point where the Canadian Pacific let go of 
it, and then a new rate would start from the place where 


the Canadian National took it to the Canadian National 
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destination: you are aware that is the way in which 
the rates were Peantensted for many years? 

A. Yes, I am. 

Q. Is that one of the reasons why: there has 
been a feeling in the Lethbridge area that they could 
very well do with anther railway? | 

A. Yes sir, we have had meetings with the 
C.P.R. officials on this’ very point before. 

THE CHAIRMAN: We will adjourn now. 

THE WITNESS: May I thank you, Mr. Chairman, 
for your indulgence in allowing me to appear so late, 
and also counsel? 

THE CHAIRMAN: We will adjourn until ten 


o'clock tomorrow morning. 


---Whereupon the hearing adjourned, . 
to resume at 10.00 a.m., Wednesday, February 17, 1960. 
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Edmonton, Alberta, 
Wednesday, ’ 
February 17, 1960 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Very well, Mr. Frawley. 

MR. FRAWLEY: Mr. Harrold of the Alberta 
Wheat Pool is here to make a statement and Mr. Wood, 
his solicitor, is here with him. 

MR. WOOD: Mr. Chairman and members of the 
Commission, I would like to introduce Mr. Gordon Ls 
Harrold, who is the President of the Alberta:Wheat Pool. 

The Alberta Wheat Pool is a co-operative 
grain handling and marketing organization with a 
membership of approximately 48,000 Alberta farmers. 
The Alberta Wheat Pool operates about approximately 
560 some odd elevators in the province, and they handle 
between 35 to 40% of the commercial grain going into 
country elevators in the province. io 

Mr. Harrold was born and raised in Lamont, 
Alberta, and joined the Alberta Wheat Pool as a member 
in 1940. He was elected as a delegate in 1942, and 
served in that capacity until the following year when 
he was elected a directa of the organization. Mr. 
Harrold held that position from 1943 until 1957 when 
he was elected as President, in which capacity he now 


serves. I would like Mr. Harrold to take the stand. 


GORDON L. HARROLD, called 
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THE CHAIRMAN: Good morning, Mr. Harrold. 
You confirm what Mr. Wood has said? 

MR. HARROLD: I will say I won't disagree 
with it anyway, sir. 

THE CHAIRMAN: Would you proceed. 

MR. HARROLD: An objective analysis of the 
problems facing Canadian rail transportation must, by 
the very nature of the complex subject involved, 
cover an extremely broad field. Indeed, if recommenda- 
tions are to provide adequate solutions to existing 
problems, then every aspect of railway business should 
be considered. Moreover, since there are some unique 
features of growth of Canadian railways, due considera- 
tion must also be given to some historical facts in 
order that current issues may be viewed in their proper 
perspective. When the railways claim that the Crowsnest 
Pass rates result in a highly unprofitable operation in 
handling grain and flour and, in fact, imply that this 
is their only real problem, then this statement must be 
carefully examined in the light of all ayarianle 
relevant facts 

The setting for any examination of Canadian 
railway transportation problems dates back to the 
early period of history when government policies first 
moulded plans for a great rail transportation system. 
Following confederation, it was immediately evident 
that all Canadian transcontinental railway was necessary 
not only to assist settlement of the new lands, but to 


secure the West for Canada. That the Fathers of 
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Confederation were concerned with the latter is revealed 
by a statement made by Sir John A. Macdonald in 1870: 
"Tt is quite evident to me ~~ that the United States 
government are resolved to do-all they can, short of 
war, to get possession of the western territory, and 

we must take immediate and vigorous steps to iis 
act them. One of the first things is to show our 
resolve to build the Pacific Railway" 

(1) Morton, Arthur S and Chester Martin, History of 
f Prairie Settlement and "Dominion Lands" Policy, 
‘4 Vol II, Toronto, 1938, pp. 225-226. tlt 
Thus, after shee abortive attempts, it was not long 
until a charter was finally completed in 1881 which 
eventually resulted in the construction of the Canadian 
Pacific transcontinental line. 

The initial features of the charter are well 
known, Essentially the railway was a joint effort 
between Canadian Pacific and the government since 
generous federal assistance was provided for construction. 
Original terms of the agreement included a cash subsidy 
of $25 million and 25 million acres of land "fairly fit 
for settlement 3" land for right of way, sidings and 
structures; substantial exemptions from taxes and 
duties; and a twenty-year guarantee against certain 
competitive construction in the West (Monopoly clause 
cancelled in 1888). In addition, the C.P.R. also 
received 713 miles of completed railway ‘financed by 


the government, costing $37,785,320. 


(2) Fowke, V.C., ®he National Policy and the Wheat 
Economy, Toronto, 1957, pp. 48-49. 


According to the Royal Commission on Transportation of 
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1 1931, the C.P.R., in final analysis, received 22,152,531 
2 acres of Dominion lands, having returned some of the 

3 original grant for an additional cash subsidy of 

4 $10,189,521 and received other lands through acquisition 


5 of subsiduaries. 


6 (3) Report of the Royal Commission on Transportation 
POST sus 


Other railways, too, received Dominion lands 
; for construction. By 1896 these federal grants 
i totaled 31.8 million acres. 

(4) Report of the Royal Commission on Dominion 
11 Provincial Relations, Book 1, 1940, p. 71 
12 The feature of providing land as incentive 
13 for isoane eal construction was not a new idea when the 


14 C.P.R. charter was finalized. The railway land grant 


15 system had been in operation 22 years in the United 

16| states by the time a first attempt at a transcontinental 
17 line was considered in Canada in 1873. However, it is 
18 interesting to note that by the time the system was 

19 implemented in Canada, it had fallen to discredit in 

- the United States and was largely considered ae i 
‘an Moreover, misuse of United States railway land was a 


feature fairly well known in Canada. But the need 

for a transcontinental line was considered an emergency 
where expediency rather than careful planning ruled in 
decisions involving finance. It is perhaps noteworthy 
that the railway land grant system in Canada followed 

a Similar cycle of existence to that in the United 
States and came to an end with the last grant of 
Dominion lands for railway building in 1894. Neverthe- 


less, the feature of the railway being "built by means 
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of the land through which it had to pass" became firmly 
entrenched as part of national policy, a fact that 
has important implications to this day. 

The basic purpose of the national policy 
was to unite geographically dispersed and sparsely 
settled colonies and territories to form a national 
unit. Since continental or imperial integration was 
not possible, it was apparent that certain compensatory 
measures were necessary to cetntine the obstacles on 
the road to nationhood. Furthermore, because of the 
diversity of the problems at hand, it was often 
necessary to make further additions to the initial 
features of national policy. 

It has been clearly established that the 
Crowsnest Pass Agreement of 1897 was part of Canadian 
national policy. 

A well known authority on government policy 
and economic development, Prof. V.C. Fowke of the 
University of Saskatchewan declares: "The construction 
of the Crow's Nest Pass branch by the Canadian Pacific 
Railway Company in the 1890's was an extension of the 
Canadian railway system clearly dictated by the 
national policy. The matter at stake for the Company 
and for the nation was the commercial mastery of a 
Segment of Canadian territory lying close to the 
American boundary and endowed with a measure of economic 
promise which had but recently been displayed" 

(5) Fowke, V.C., op cit., p. 53 
There appears to be general agreement on the 


status of the Crowsnest Pass Agreement in regard to 
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planned action of the Canadian government. Both the 
Royal Commission on Dominion Provincial Relations of 
1939 and the Royal Commission on Transportation of 

1951 are unanimous, as are many other reliable sources, 
in the opinion that the Agreement of 1897 is undoubtedly 
part of a policy having the single aim of achieving 
nationhood. Basic components of the national policy 

can not justifiably be removed from the over-all plan 
and evaluated as separate entities. No one segment 
would, on its own merit, have achieved the gigantic 
objective of building a Canadian nation. Because of 
this there is a large amount of interdependence between 
various phases of national policy. Therefore, we 

must examine present day railway es eee within the 
framework of total national policy aa not base analysis 
only on the Crowsnest Pass Agreement which is just 

one small segment interwoven inextricably with the 
basic plan. 

The interelationship of the Agreement of 1897 
with other phases of national policy can be appropriatel 
illustrated by the effect of phe Agreement on total 
railway land holdings. As mentioned earlier, sub- 
stantial amounts of Dominion lands were granted to 
the railway to provide incentive and revenue for con- 
struction. Although lands were initially to consist 
of odd number sections in a 48 mile belt centered 
about the rail line, companies were granted the 
priviledge of "indemnity selection" which grew to 
have widespread application. Not only did indemnity 


selection provide railways compensation in other 
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grants for lands already settled, but also extended 
grants beyond the range of the 48 mile belt when | 
it became apparent that this belt could not supply 
the total amount of land provided for in contracts. 
In selecting alternative acreage, railway companies 
adhered closely to their privilege of selecting lands 
"fairly fit for settlement." When the sectional 
system of land allocation was introduced in 1881, 
the C.P.R. policy for land selection was governed by 
the pet iowiNs statement. "If any such sections con- 
sist in a material degree of land not fairly fit for 
settlement, the company shall not be obliged to re- 


ceived the same as part of the grant." 


(6) Morton, Arthur S., and Chester Morton, 
OU Clue, De 27. 


The obvious result was that the railway 
acquired the bulk of the best farm lands in Western 
Canada. By 1908, the majority of lands granted to 
railways were concentrated mainly in the black soil 
zone, with a conspicious absence, except for blocks 
of C.P.R. land acquired for irrigation development, 
of holdings, in what was known as Palliser's Triangle, 
largely at that time claimed unfit for settlement and 
farming. 

It is immediately apparent that the railways 
had a large stake in agricultural development. Only 
a prospering farm economy could quickly enhance the 
value of the great landholdings of the railways and 
provide new traffic. However, the majority of railway 


lands were alternated with free government homesteads. 
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Since one half of a section was considered optimum 
for raising wheat, it was expected that settlers 
placed on one-quarter section homestead sites would, 
in time, piaredh ater at least another quarter section 
of adjacent railway property. Thus , while the rai say 6 
and the C.P.R. in particular, played a unique role in 
settling government homesteads, they were, in the 
final analysis, also vitally concerned with are own 
land holdings. This fact is borne out by the follow- 
ing statement found in the C.P.R annual report of 
1884. "The Directors have devoted their attention 
almost entirely to promoting the settlement of the 
free Government lands within the railway belt and 
south of it to the International boundary, meanwhile 
making little effort to effect sales of its own land. 
Until the free homesteads are pretty well taken up and 
occupied, there cannot be any great quantity of land 
sold to the settlers. The free homestead lands in 
the railway belt and south of it, as far west as 
Moose Jaw, are already largely taken up, and it cannot 
be long before there will be a good market for the 
company's land in all that section of the country, 
when the great importance of the Land Grant as an 
asset of the Company will begin to be appreciated" 
(7) +». Dae. ps'BlT 

As a result of depressed economic conditions, 
prior to 1896, there was considerable emigration to .-—~ 
the United States. Canadian expansion in-thé West 
during the eighties was not impressive. But by 1896 
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there were some indications of recovery. With rapid 
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population growth in the industrial regions of the 
world, there arose a demand for new sources of food. 
Expansion of a wheat economy in the West was the 
answer to that region's development problems. 

One of the factors hindering agricultural 
development up to this time was high reniaet rates. 
-In spite of the many criticisms of the rate structure, 
the railways remained adamant in their resistance to 
requests for lower rates. But after the somewhat 
disappointing experience in western settlement, it 
is understandable that the C.P.R. suddenly reversed its 
stand in 1897 and readily accepted sienna of the 
Crowsnest Pass Agreement which not only provided for 
reductions of 3¢ per 100 lbs. on grain and flour 
destined for export from Fort William or Port Arthur, 
but bound the company to lower rates on certain 
classes of west bound freight as well. (See Appendix 
A). Any action which would establish a ein growing 
industry on the prairies would also enhance the value 
of railway land grants and would result in a greater 
volume of rail traffic. These were factors of con- 
Siderable importance, although by no means the only 
items ‘ek induced the C.P.R. to men the terms of 
the Agreement of 1897. 

The wheat boom on the prairies, which closely 
followed signing of the Agreemert , had immediate effect 
in speeding sale of railway lands. In 1897 sales of 
C.P.R. land were only 135,681 acres, but disposal 
climbed rapidly in the following years to 1,362,478 


acres in 1901 and 2,260,722 acres in 1902 (peak years 
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1! for C.P.R. sales prior to 1930). Sales then levelled 
2| out to the mid-twenties and declined with the onset 

3|| of the great depression of the thirties. However, 

4/ by 1930, 16,044,880 acres had been sold bringing in 

S| revenue of $153,964,233. Furthermore, the C.P.R. had 
6| purchased or acquired lands other than those supplied 
7 by the Dominions; and while the railway inherited an 


area nearly twice as large as Nova Scotia, a chief 


9| clerk of the C.P.R. once estimated that company's holding 
10| at "about thirty millions of acres". Undoubtedly 

i possession of this vast acreage, selected largely for 

12 agricultural purposes, had considerable nar iain on 

ie the C.P.R.'s entry into an agreement that would make 

1 growth of a grain farming industry possible on the 

iB prairies. 

ie It is interesting to note, too, the viene of 
iY railway land prices during the wheat boom. From 1893, 
1m when the average price of C.P.R. land was $3.17 per awe, 
ip prices rose gradually to $8.97 per acre in 1908, and 

ap then rapidly climbed to $21.40 per acre in 1921. While 
“4 it is true that the railway did not at first charge 

“2 high prices for its holdings, it was not in the interest 
43 of the company to do so. The total land grant to the 

42 C.P.R. was large enough that the company could offer 

23 bites land at low prices to setab Tian the necessary 

49 settlement to provide traffic and make further purchases 
# at a later date. The wheat boom did enhance land values 
TAD auotne: tuistnenery ported Oo Fron’ tg084oP4981' aale! or 

_ 5,841,758 acres provided revenue of $96,627,797, or 


30 


almost 2/3 of total receipts from sales of C.P.R. lands 
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up to’ 1930. 

The Crowsnest Pass Agreement, as a part of 
national policy, was an important piece of legislation 
that made expansion of wheat growing possible on the 
prairies. Without reasonable freight rates, Canadian 
grain and flour could not be wkpectéd to compete in 
world markets with grain from other sources close tse 
tidewater. Furthermore, concessions made to establish 
a grain industry in Cdnadé, like concessions made to 
develop rail transportation, not only had favorable 
effects to the recipients of this assistance, but to 
the entire nation as well. In this regard the Royal 
Commission on Dominion Provincial Relations states: 
"The national policies of all Canadian transportation 
and protective tariffs were effective in making the 
wheat boom the basis of general economic expansion in 
which the manufacturing industry of Eastern Canada 
became heavily dependent on the agricultural export 


region of the Prairies". 


(12) Report of the Royal Commission on Dominion 
Provincial Relations, Book 1, 1940, p. 87 


Basically, national policy had far reaching 
influences, not only for the railways, but for all of 
Canada. We respectfully submit that the Crowsnest 
Pass Agreement of 1897 is related to all phases of 
national policy, including the policy of land grants 
for railway construction. Therefore, when analyzing 
railway problems, the benefits accruing the railways 
from land grants, many of which continue to this day, 


should be weighed against the so called disadvantages 


of hauling grain at low rates. 
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1 As mentioned earlier, the prospect of 

2 enhancement of the company's western lands, although 

3 an important consideration, was not the only induce- 

4| ment for signing the Crowsnes Pass Agreement. In the 
5| first place, the cash subsidy of $11,000 per mile 

6| (which totaled $3,404,720), while it did not entirely 
7\| pay the cost of constructing the line from Lethbridge, 
8| Alberta, to Kootenay Landing, B.C., was considerably 

9| larger than the subsidy of $5,000 per mile proposed 

10| by the previous government. The company also obtained 
11) 3,755,733 acres of land through acquisition of the 

12| British Columbia Southern Railway, which further 

13 helped defray the cost of the line even though a large 
14) portion of this grant was returned to the Province of 
15] British Columbia at 40 cents per acre. However, in 

16) considering the value of the subsidy to the C.P.R. it 

is important to note their over-all objective as out- 


18 lined by the Royal Commission on Transportation of 


19 1951: "In the controversy which ecose upon the subjed 
20|| of these Crowsnest Pass rates the Commission was asked 
21 to give due weight to the advantages, apart from the 

22 bare amount of the subsidy, which the company expected 
23 


to acquire, and did acquire, by entering into this 
agreement with the Government. It is, of course, 


certain the company did not build the railway merely 


for the sake of the subsidy. The real value of the 
ee was that it enabled the company to construct 
a line which gave it an all-rail link between its 

main line and the Kootenay region, and thus assured 


it of a railway monopoly throughout a large territory 
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1 believed to be rich, particularily in mineral resources, 
2 and which might otherwise have been traversed by 


3|| American lines" 


4ai' (3) Report of the Royal Commission on Transportation, 
1951, p. 240 


: The interest of the company in securing a 
q monopoly in Southern British Columbia is further 
i illustrated by their action in establishing other 
: transportation lines in this region prior to the 
‘ Agreement of 1897. The C.P.R. annual report for 1889 
- contains the following statement: "To prevent the 
: invasion, by foreign lines, of the Kootenay District, 
it in British Columbia - a district rich in precious 
e metals and other natural resources - your Directors 
ie have secured the control of the charter of the 
ite Columbia and Kootenay Railway Company, and agreed with 
Pe the Provincial Government that the railway shall be 
1s built, about thirty miles in length, during the present 
‘6 season, to connect the navigation waters of Kootenay 
20 Lake with those of the Columbia River, thus opening a 
4 line of steamboat and railway communication of more 
5 than 250 miles --" 
pe (14) C.P.R. Annual Report for the Year 1669, p. 18, 
24 In the years 1890 to 1896 the C.P.R. built 
9 or leased other railway and water transportation 
24 facilities which served the rich mining area of the. 
7 Kootenays. These included: The Columbia and Kootenay 
28 River Navigation Co., the Nakusp and Slocan Railway, 
29 a line from Revelstoke to Arrowhead, and various 

other short lines. The company's interest in the 


30 


area is clearly spelled out in the annual report of 
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“empe 


i| 1896. 

y) "But even with these important additions. to 

3 its facilities for handling the traffic at the mining 

4| districts, your company will continue at a disadvantage 
5 in competing with the American lines (which have 


6| already reached Nelson, Rossland and other important 


7|| centres in these districts) until it shall have direct 
8|| railway connections of its own. Until then the greater 
9| part of the mining traffic will be beyond its reach, 
10 and will continue to be, as at present, carried by 

11 the American lines southward. 

12 "Your Directors are strongly of the opinion 
13) that any delay in securing your interests in that 

14| direction will be extremely dangerous, - that unless 
15 your Company occupies the ground others will, the 

16/ demand for shipping and travelling facilities being 
most urgent. The Directors feel that they cannot too 


18 strongly urge the immediate construction of a line 


19 from Lethbridge to a connection with your Columbia 
20 and Kootenay Railway at Nelson, a distance of 325 

21/ miles, and anticipating your approval they have 

22 already taken steps renner paints Wien winds of the work 


on the opening of spring" 


(15) Annual Report of the Canadian Pacific Railways 
Co. for the Fiscal Year Ending December 31st, 
1896, p. 10. 


It is evident that the C.P.R. was interested 
in a line through the Crowsnest Pass prior to signing — 
the Agreement. Mineral wealth was no small incentive. 
in this regard. In fact, the company was later able 


to integrate a profitable mining and smelting operation 
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with the government sponsored Crows Nest Pass line. 
The value of these complementary factors should be 

given fair consideration when analyzing present day 
Crowsnest rates. 

There were many benefits associated with 
the Crow's Nest Pass line that made signing Hee 
Agreement very attractive. Moreover, the fact that 
the company lowered rates in 1903 below the maximum 
permitted by the Agreement, indicates that the new 
rates did not inflict hardship on the C.P.R. The 
Crowsnest Pass Agreement, although it had no time 
limit on the provision for lowering certain rates, 
undoubtedly looked good to Canadian Pacific. 

Since 1897 there have been some broad changes 
in application of the terms of the initial contract. 
The most important are those resulting from the last 
major revision through legislation to amend the Railway 
Act in 1925. Briefly, this amendment relieved the 
railway of applying reduced rates on western shipment 
of certain capital goods. The original rates on grain 
and flour were extended to all points on the C.P.R. 
lines in the west and to other railways in the area. 
(See Appendix B). By 1927 the Crowsnest rates were 
applied to aot shipments of grain and flour to the 
west coast, and to Hudson's Bay. | 

Because the legislation of 1925 resulted in 
broad changes in application of the original agreement, 
the railways and in particular the C.P.R. have con- 


tended that the agreement has been done away with. 


BKK OR to 29 hee aoe) Aon eeamamee Hes * . 
orem hetalseses eshtoned wan row ered 
ond grtngte oben gadd eatt east sone sve oe fp | 
ted tos? ert .tevoetoM “sovidostdde: row daomeergA | 
AE SA WoL ee: LORE eaten eomenibat. 
wen ett tad¢ aici themeeTgA edt yd. bevetmreg | ; 
om <~.9.9 odd no qtdebtsd got lint: ton bib eed 


emis on a ot Aguodtis ,snemeerzA geet ¢eenewotd 7 ; 

\eedet niadreo gnttewol sot sotatvorq sd? ao thar [St 
-olttos{ mathsns) of boog bedool ylbetduebas jer 

eeansdo heord emoe need ovad sxestd Yer conte 9) fat 
-tonttnod Istdtnt edt to emredt end to aoltsotiqqs at j2t 
taal ent mort gatdiveer seodd sve tasdroqmt teom oat jar 
AY 


| WwEhsH ond baoms of nalselatgel davowid aotetver Tot sm 
ed bovetier dnombnoms etdd yfterwd Laser ab: ton 8 
tnemetde otetwew an eedst prannes aaiyiqqs to yswitst 
Aleta no setex Lantgtte ont Janeny fetiqas atesieo to 
-A.I.0 ond mo déatog Ife o¢ bebnetxs stow qwolt bas 
-69%8 edt al eyewliar nedto ot bae teew oft mt eonks 
etew setet eeqawmrsd ents Ysel va “te xtibnmeqqA se&) 
ond ot wwolt bas atery to stomata droaxa ot betlaqs | 
Yet 8 !noabut ot baa <tasoo Jaow 

at betiueer ager to Aoltelatgel edd wensoed 
Snsmeetgs [sntathro sit te ottsotiqgs ak eegnsrto & 
a109 event .A.49.9 sad rere 
satdibw yews wares Acard wa 


eG RS LET hones Tt PUL wei 
. 


mm Pea ee we 


” 
i, 


a 


29 


30 


5857 


< 
ANGUS. STONEHOUSE & CO, LTD. 
TORONTO. ONTARIO 


However, this very question was raised in Parliament 
when the Bill for Amendment of the Railway Act was 
presented by the Minister of Railways and Canals. 

-- - Right Hon. arthur Meighen (leader of the 
opposition). "Would the Minister say whether any 
portion of the agreement remains in existence as 
an agreement, after this statute passes? That is 
to say: Does the agreement die and the House enact 
certain rates, which formerly were in the agreement 
to take its place?" Mr. Graham (Minister of Railways 
and Canals): "This phase of the question was the 
cause of a good deal of discussion and a good deal 
of thought by the government. It was finally decided 
that the Crowsnest Pass Agreement should remain so 
far as grain and flour were concerned" 

(16) House of Commons Debates, 1925, p. 3954 

Throughout debate on the Bill the objective 
of the government to retain not only the basic principle 
of low rates on grain and flour, but the applicable 
portion of the agreement itself, is constantly illus- 
trated. Later in the debate, Mr. Graham made the 
following replies when questioned on various aspects 
of the Bill. 

"This Bill does not propose to make statutory 
rates for aft part of Canada" 
(17) Ibid., p. 4312. 

",.The fact is that the Crowsnest Pass 
Agreement is allowed to remain on the statute books 


as regards grain and flour" 


(18) Ibid., p. 4331 
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1 . "If the Government did not stand as a 

2 buffer, the Crowsnest Agreement would have been 

3|| Wiped out at this session by an enormous ma jority" 
4| (19) bid., p. 4474 

5 Finally Prime Minister MacKenzie King 


6| aiso appraised the situation. 


7 "In other words it (the government) is allowing 
8| part of that agreement to remain but is taking part 

Q9| away -- Now while we are taking away part of the 

10|| Crowsnest Pass Agreement under this arrangement; . the 

11 Government is extending the security with respect to 

12 flour and grain to an area much beyond that which was 

13| fixed in the original Agreement" 

14|| (20) Ibid., p. 4438 

iS From the foregoing it appears that Parliamert 
16] intended not only to maintain the Agreement in respect 
17/| to grain and flour but also enlarge its application. 

18 This is the interpretation given by the Board of 

19] Railway Commissioners after the amendment was made, 

20| as is evidenced by a statement made by A. D. Cartwright, 
21| Secretary of the Board, in explaining the legislation 


22| in a letter to Mr. Young, Member of Parliament for 


23|| Saskatoon. 

24 "That the Railway Act was amended by 

25 Peta teec ae at the session of 1925, and the amendments 
26| were assented to on the 27th of June 1925, extending 
27 the application of the Crow's Nest Pass Agreement to 
28 grain and flour moving from all points on all lines 
29 of railways west of Fort William or Port Arthur; over 


all lines now or hereafter constructed by any company 


hn ray 
= U 
a pian By 
; | , < i f bs fe ' 
ake i i * ei 2 a) 
Sat he ; i 


8 a8 pinto ton nt, sean 


” a i gr: 
ing eved binow dnoneongs deonenond odd. a 
¥ 40, be + 
: 


5 eee Bye, abba (ef | 
| Ly 
. os eee todainim ember RARER ie tee : 


"akoeto hse avomToNs 1s ] sokaaee edd de 


: Hols sudte,, ond beeterqas 08 La 


satwolls: eh een edt) th abtow neta om! \ dete 


oid . gihomegnarrs elas eho eannertan Bast seonswox) 
i) a 
ot sooqeet atin wines - act gabboegee at saemazevoo fic 7 
ae ie 
eaw fig het stadt hnoxyed doum sexs ag od ALS, be HRT [st oe 


ibaa TBA si itll en? at boxty fa 


any <f exbhal », > a far 


Honetiret sett evssqqa gt antone tot ed¢ movi © |. . jer 


| Oe 
tosqeey ot tramvernA odd abedrtem od yino ton: bebnetnt Let 


es 

.Mottsollegs etl egrelias calle gud aol rs abeng wt | pvr 

‘to DusoG eat yd fovlg nolttstesrqreitat odd et. eter fat 7 
,obam eaw: Jnsmbneme eit uastts arenoteatano), Vewitsh 


.tighnedsad “Go ,4 Yd oben tnonetsta,.a vd ideeaeiens Bt. Bh 


a ner me = 


Holislelast edt gnintalqxe «at. , breed ont to _rstetoed — I 
19% tnemailast to tedaeh desi om: of. nettel Sat 


mi -sootmles® 
‘y oe i tb 
 edoembnems edd bas 288 to side edt 7a. snomer iret | | 


ud bebaems:. 2ew JOA vsML bef ae: tsa" 


ankbredxe .2ser saw to d#TS edtono oF desneaes ¢ oom 


oF treme TRA seed. doen # word oi Snsmattontne 
eentl Lfs-.a0, ndatog. {Le morta 


5859 


< 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Subject to the jurisdiction of Parliament” 


(21) House of Commons Debates, 1927, p. 692 


In spite of the fact that the Royal 
Commission on Transportation of 1951 expressed the 
opinion that the amendment of 1925 "did away with" 
the Crow's Nest Pass Agreement, there is considerable 
evidence that this was not the case. Other studies 
have taken the opposite view, including the Royal 
Commission on Dominion Provincial Relations. 

The basic issue remains that the C. P. R. 
willingly entered into a contract to maintain reason- 
able rates on grain and flour for export. Clearly, 
there were many incentives that made the arrangement 
attractive to the railway. As Eaten tiin 1938 C.P.R. 
officials were still of the opinion that these incentives 
justified signing of the agreement, as is revealed bya 
Statement made at Senate hearings investigating rail- 
ways, by a former president of the C.P.R., Sir Edward 
Beatty. 

MR. BIGGAR: "In your memorandum which you 
read this morning, Sir Edward, Speaking of grain - 
the bottom of page 18 and the top of page 19, you say 
that the charges for the distribution and handling 
have to be such as to permit the delivery of grain 
into the markets of the world in competition with 
the grain of other countries, and that therefore the 
charges must be so and so. I suppose you mean really 
that it is better for the railways to have the grain 
grown and hauled py not to have it hauled at all, 


which would happen if the rates were higher?-" 
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SIR EDWARD BEATTY: "Yes, if I might add 
a word there, Colonel Biggar? Sir William Van horne 
made an agreement with the Government for the Crow's 
Nest Pass rates. A great many people criticized that 
because they said he only got $3,000,000 odd in the 
way of subsidies for building that line, and in cons- 
ideration of that he made this very drastic reduction 
on grain rates, and certain other commodities west- 
bound. I have always thought Sir William Van Horne 
was 100 per cent right. He knew the geography of 
this country, he knew where our competition would 
come from, and he knew our only salvation in the 
markets Se eaawis was low freight rates in Canada 
in view of our distances. I think he went into that 
with his eyes open and undoubtedly made a good bargain. 
NN think he vn a good one both for the country and 
the railways. And that must have been the influence 


that actuated him in that matter." 


(22) The Senate of Canada, Proceedings of the Special 
Committee, No. 12, 1938, p. 566 


Because that portion of the Agreement 
dealing with grain and flour applies to this day, and 


because it is part of an extensive national policy 


designed to provide compensatory measures for dis- 
advantages facing not only agriculture, but railways 

as well, all benefits associated with and complementory 
to, the Agreement must be considered when analyzing 
current rail transportation problems. A large number 
of additional sources of income were developed or 


enhanced as a result of concessions of national policy. 
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These provided a lasting type of benefit. For 
example, although much of the railway's land holdings 
were sold during the wheat boom, extensive mineral 
rights were retained. 

In 1951 a CPR prospectus stated that the 
company held, under varying reservations, title to 
petroleum rights underlying 11,384,256 acres of land 
in the prairies, the bulk of which was in Alberta. 
While the railway interest in land has changed from 
the point of view of agricultural revenue to returns 
from mineral wealth, the fact that these benefits 
accrued from a national policy designed to offset 
eertain disadvantages in establishing and operating 
rail transportation systems, should never be 
forgotten. Therefore, due consideration should 
be given to other income in assessing rail transportation 
problems, 

When rail rates on grain and flour are said 
to be a burden to other shippers, this, in effect, is 
a charge that these rates are discriminatory. Yet 
there are any examples where the railways themselves 
practice, geographical rate discrimination. Shippers 
of =e the prairies are faced with undue burdens 
in that the rate from Hamilton to Calgary is approximatel 


twice as high as the rate from Hamilton to Vancouver. 


The question of whether or not a specific 
operation is profitable may well be asked in respect 


to other phases of the railway business rather than 
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just for handling grain and flour. It is safe 

to say that there are very few businesses indeed, that 
do not experience losses on some aspects of operation 
in order that over-all profits can be maximized. This 
situation very well could apply to Canadian railways, 
and for this reason all facets of the business should 

be examined. 

Provision of a subsidy as a tax exemption 
provides a convenient umbrella that can cover many ills. 
When a company is. assured. of a gift of its own choice 
to cover so called losses, then any incentives to 
streamline operations and become more efficient are 
completely removed, Western farmers are not in 
favour of a subsidy to be paid to the railways and 
charged to agriculture's account, that will result in 
perpetuation of inefficient operations. Furthermore 
there is no justification in naming agriculture the 
benificiary of aid that can enable railways to 
easier carry the burden of, say, passenger service, 
hotels, etc., and further permit more rate discrimin- 
ation through agreed charges. 

The Cfows Nest Pass Agreement, as part of 
a broad national baad a ng remains on the statutes 
in regard to grain and flour to this day, has provided 
many lasting compensatory provisions to both 
agriculture and the railways. The Crows Nest 
_rates cannot. justifiably be named as a burden to rail 
operations without first weighing the countering value 
of all associated forms of income against the acclaimed 


disadvantages of hauling grain and flour at low rates. 
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In addition, it must be recognized that the Crows Nest 
Pass rates are as essential for the survival of the 
prairie grain industry today as in 1897. Western 
agriculture demands not only that the Crows Nest rates 
remain unaltered, but that a careful and objective 
analysis be made of all phases of railway transportation 
in the interest of continuation of a wise and reasonable 
national policy for all of Canada. Respectfully 
Submitted, Alberta Wheat Pool, G.L. Harrold, President. 
MR. WOOD: Thank you, Mr. Harrold. 
Would you answer my friends now? 


THE CHAIRMAN: Mr. Cooper? 


CROSS ~EXAMINATION BY MR. COOPER: 

| Q. Mr. Harrold, on page 15, paragraph 42, 
you say, "Therefore, due consideration should be given 
to other income in assessing rail transportation 
problems." 

Now, I should like you to enlarge, if you 
will, on the words "other income"; just exactly what 
income have you in mind? 

A. Well, in looking at the annual report 
of the Canadian Pacific Railway, I realize that there 
is a column there which includes other income, and 
includes a number of different parts of their operation, 
and it is what we try to relate to the National Policy 
and especially the grain rates as it has to do with 
land transactions, mainly, and the continuation of 
that policy today into the petroleum rights, and so 
on, that are available out of land transactions. 
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Q. What I wanted to find out for the 
information of the Commissioners whether in using the 
words “other income" you mean all income of the 
Canadian Pacific Railway arising from no matter what 
source, or whether you mean to impose a limitation 
on the expression "other income" so as to include only 
the income which might arise as a result of land 
grants made to the Canadian Pacific, and so on. 

THE CHAIRMAN: Does he mean non-rail income? 

THE WITNESS: Pardon? 

THE CHAIRMAN: Do you mean non-rail income? 

THE WITNESS: We mean non-rail income here, 
but we would like to relate it to that income that is 
derived as a result of national policy, and I realize 
that there are other incomes that the Canadian Pacific 
Railway may have that have arisen out of other than 
national policy; in other words; out of their own 
initiative as a company going into certain businesses. 

MR. COOPER: Q. Perhaps I can now refer 
you to paragraph 41, where you state, "A large number 
of additional sources of income were developed or 
enhanced as a result of coneessions of national policy." 

Now, from what you have said, perhaps the words 
"other income” should be related to the additional 
source of income to which you refer in paragraph 41; 
would that be correct? 

A. Yes, I would agree that that is our 
intention which is related in paragraph 41. 

Q. So that "other income" doesn't extend 


to other enterprises in the Canadian Pacific Railway, 
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but it does extend, perhaps, to the purely rail income? 

A, That is right. 

Q. And into income which the company obtains 
because of advantages occurring to them from land 
grants and other matters which were made in furtherance 
of a national policy? 

A. Right. 

Q. In building the Canadian Pacific Railway? 

A. That is right; that is what we are 
trying to establish here. 

Q. Now, one other point. On page 16, 
paragraph 46, the second sentence in that paragraph 
you say, "The Crows Nest rates cannot justifiably be 
named as a burden to rail operations without first 
weighing the countering value of all associated forms 
of income against the acclaimed disadvantages of hauling 
grain and flour at low rates." 

Now, by those words, "associated forms 
of income", do you mean the income of which we have 
just been speaking? 

A. That is right. Those words are, perhaps, 
not quite the ones that should have been used there, 
but that is what we had reference to. 

Q. Now, there has been quite a lot of 
information obtained from various witnesses, Mr. Harrold, 
with respect to branch line abandonments, and I was 
wondering if you could assist the Commission by 
indicating the views of the Alberta Wheat Pool with 
respect to branch line abandonments, and perhaps I 


can put the matter to you in the form of this question; 
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what limitations or conditions does the Pool think should 
be imposed on the railways with respect to branch line 
abandonments? 

A. Well, Mr. Cooper, as you have noticed, 
we don't in this particular brief refer at all to branch 
line abandonments, but we have discussed it a number 
of times and I think that the attitude of our assoc- 
iation would be that if the proper safeguards and 
protections and notices were given, that we would 
not object to the proper abandonment of certain branch 
lines in which, possibly, you could say our interests 
were involved and our farmer members were involved, 
but proper consideration should be given before I 
would give a blanket answer that we are in favour of 
branch line abandonments. 

Q. Have you any views as to what would 
constitute adequate notice? 

A, Well, we are interested in having enough 
notice that we can lay out our own plans in the 
interests of our own organization, both as to the 
farmer members of the association as a whole, and we 
are very much interested in our replacement programme 
at the present time as to what might be in the offing 
in the way of abandonment. I know of one or two 
branch lines here in Alberta, one of which there is 
an application for abandonment, and we have no 
objection to it. However, we would like to have had 
more notice than we have got so far. 

Q. What notice did you get? 
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application was before the Board -- was coming before 


the Board of Transport Commissioners, and serving us 
with notice if we wanted to make any representation, 
why, we could do so at that time. 

Q. How many days or weeks or months before 
the actual application was to be made did you receive 


notice? 


A. I could not give you that offhand, 

I know it is in relation to the Kingman line, and I 
would have to check that. 

Q. I understand that the Wheat Pools and 
the grain trade will be making submissions to the 
Commission in Ottawa at a later date? 

A. 24 G28 Piehe . 

Q. Perhaps at that time there will be 
detailed submissions with respect to this problem 
of branch line abandonments? 

A. I think we will be on record at that 


time with our opinions as to branch lines. 


CROSS-EXAMINATION BY MR. HUME: 
Q. Mr. Harrold, my name is Fred Hume, and 
I am here representing the Canadian Trucking Association, 
I congratulate you on a brief that is very complete 
in its history, and somebody must have been doing a 
lot of homework. There is only one portion of 
it that concerns me, and it does not concern me so 
much if you would just expand on what you mean at 
page 16, the concluding sentence in paragraph 45. 


As I read that, I can see you make several points and you 
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conclude by stating your view that you did not want 
to name agriculture as the beneficiary of a subsidy 
aid, and then you proceed to say, "...that can enable 
railways to easier carry the burden of, Say, passenger 
service, hotels, ete., and further permit more rate 
discrimination through agreed charges”, My only 
question is, would you mind expanding what you mean 
by "rate discrimination through agreed charges"? 
What is in the mind of the Alberta Wheat Pool on that 
question? 

A, Well, by the very nature of the fact it 
is an agreed charge and a bi-lateral arrangement, I 
think it is evident that it is a different rate than 
is applied if it is not an agreed charge, To that 
extent, it is different from other rates. Whether 
you want to use the word "discriminatory" or some 
other word, it is probably a contract in which some 
concessions have been granted and, so far as the 
shipper is concerned, he is getting a lower rate than 
he would otherwise. Whether the word "discrimination" 
should be used or not, it is a different rate than 
would be applied to any shipper who is not in a 


position to take that agreed charge. 


CROSS~EXAMINATION BY MR. DICKSON: 

Q. Mr. Harrold, in your brief you make 
a number of quotations from the debate in the House of 
Commons in 1925, statements from the Honourable Mr. 
Graham, who was then the responsible minister for 


the legislation as Minister of Railways and Canals, all 
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to the effect that it was not the intention to put an 
end to or terminate the Crows Nest Pass Agreement; is 
that correct? 

A. Yes, that is correct. 

Q. And if I recall -- and you may have come 
across it in your reading -- my friend Mr. Mauro from 
the Province of Manitoba, in Ottawa quoted additional 
excerpts from the debate, from the statements of 
Mr. Graham, to the same effect; is that correct? 

A. Yess We don't include all of the 
statements here. 

Q. There are others? 

A. Yes. 

Q. ...which support the position you have 
taken here? 

A. I think so. 

Q. In the report of the Royal Commission 
on Transportation in 1951 the conclusion is reached 
that it was the intention of the 1925 Government 
to terminate the Crow's Nest Pass Agreement; is that 
correct? 

Ae I believe that is in there. 

Q. And there is one quotation from Mr. 
Graham which is directly at odds with everything you 
have quoted here and with the other quotations to 
which I have referred and which Mr. Mauro supplied? 

A. That could te. 

Q. There is nothing in the report of the 
Royal Commission on Transportation in 1951 which 


refers to these conflicting statements or endeavours 
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1] to reconcile them? : 
2 A. I don't believe there is. We take 
3 these quotations directly from Hansard. “We don! 


4| take them from the Royal Commission. 


5 Q. Mr. Cooper asked one or two questions 


On 


on branch line abandonments, and I understand you will 


7 be making a submission in more detail on that in 


1.) 


Ottawa, but there are just one or two points on which 
9 I think the Commission may be interested. One is, 
Mr. Nelson of the Farmers Union yesterday suggested 
11] tnat grain handling facilities along the line to be 


abandoned might be used for local storage. Would you 


13 regard that as a practical proposition? 

14 A. We, in our operation, fing not tried 

15 that to any extent. We have discussed it theoretically; 
16), yqusenerrasbas}°wa havelterpReebtzed it} Hae reaedtt 

” very much whether it would be very practical, myself. 
18] + think it would be a better operation if there was 

“if abandonment and the farmers had to Haul a larger 

si distance, that there would not be a transfer or a 

nic stop-over. I think a direct haul would be just as 

i advantageous in the long run. 

Oe Q. Would you contemplate scrapping the 

ee facilities along the line to be abandoned, or propose 
a moving them? 

7 A. Yes, we are prepared to do that if it 

a is in the general interest. 

si Q. You would not expect to leave them there 
xe for local storage purposes? 

30 


A. No, I don't think that would be the way 
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it would end up. I might qualify that to this 
extent: There might be local farmers, say one or 


two, who may be interested in an elevator and, provided 
they were in a position to purchase it, they might 
be able to take it on. 

Q. Oh yes, as a matter of purchase? 

A. Less 

Q. But, subject to that, your previous 
statement holds true? 

A. That is right. 

Q. is it possible to make any generalization 
as to the distance to which farmers presently take 
their grain? 

A. No, I don't think there is, because 
it varies, as you know, in this province from where 
you are right next to the elevator to as high as 
200 miles. I don't think ieee is any doubt about 
it that with the change in the roads and the trans- 
portation available now compared to the time when 
the facilities were originally built that we could 
expect to haul it much further than we could 20 years 
ago with no more disadvantage as far as the farmer 
was concerned. Certainly, with a truck -- a size 
of a truck ~- once the grain is loaded on to the truck 
it can be moved another five miles without too much 
difficulty. 

Q. There is additional cost and time? 

A. There is some additional cost, but I 
think with the efficient handling of grain that the 


farmer would benefit inthe overall picture if there was 
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a reasonable distance established, yes. 

Q. You were present at the hearings in 
Winnipeg when Mr. Parker gave his evidence? 

A. No, I wasn't at the hearings. 

Q. Well, there was a case of abandonment 
there where Mr. Parker indicated they were opposing 
it, and in that case the additional haulage was 715 
miles? 

A. Yes. 

Q. The question has been raised by the 
railways, Mr. Harrold, as to onus of proof, and onus 
of proof is a rather complex legal concept, perhaps 
not as simple as it sounds, and I won't endeavour, 
if I could, even, to tell you all the ramifications 
of the concept or the ramifications of what is known 
as the shifting of the onus of proof. However, 

I think you can accept it that generally any party 
that is putting forward a certain position is required 
to establish before the judicial body, on a preponderance 
of evidence, that his position is a proper one to be 
received by the Commission, and the onus, is on him ac. 
the start and it continues on him eubehenout the 
proceedings. There is a different amount of onus 
in criminal proceedings by comparison with a civil 
one. However, the onus itself continues throughout 
with perhaps one or two minor exceptions, as in the 
case of, say, liquor legislation where somebody is 
found with a bottle, and the act may provide that then 
it is up to him to show where he got it and that he 


got it legally, and in that case you have the onus on 
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the accused, which I think you will agree is contrary 
to the normal concept of British justice. The 
proposal, as I understand it, in this matter of 
reductions of services -- and this proposal comes from 
the railways -- is that the railways should be required 
only to come before the appropriate board, present a 
financial statement and say, "we are losing money on 
this line", and then the onus moves to the community, 
to the farmers, to establish that that line must be 
retained or the services of it. Then, the whole 
burden of proof passes to the community. Now, do: you 
regard that as a fair proposition to the community? 

A. Well, I would answer it this way: i. 
think we could establish a much better procedure than 
that in order to decide whether we should abandon 
some of these lines or not. For instance, there 
are a lot of different levels of government involved, 
and the local people as well -- the municipal government 
and the provincial government -- and all of these 
should be considered, and whether they have alternate 
methods of transportation which are newer methods than 
were in effect 25 years ago, and if this is a method 
that has been used -- and I agree with you it is 
probably right, subject to your explanation of onus * 
of proof -- I think we could certainly improve the 

method of going at the abandonment of lines. 

Q. At the present time the railways have 
to establish before the Board of Transport Commissioners, 
after consideration of all the factors, that the 


Board should give approval: Do you feel that condition 
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should continue and that the burden should still remain 
on the railways to establish, after consideration of 
all the factors, that the line should be abandoned or 
the service reduced? 

Ag Yes. I thought your former question 
was that it was the other way around at the present time. 

Q. No. At the present time the burden 
is on the railways, and I am suggesting to you that 
it should continue to be on the railways? 

A. Yes, I agree with that. 

Q. Another proposal has come forward, that 
the railways should, in all fairness --- 

A. Might. I just qualify that to this extent: 
Subject to what I have just said that there could 
properly be a better procedure followed in the future. 

Q. In the initial stages for getting together 
and discussing? 

A. That is right. 

a oh, agreed. A proposal has been made 
that the railways should be required to disclose their 
overall abandonment plans so that people know where 
they stand for a reasonable time in the future: Would 
you support that? 

A. Yes, I would support that. 

Q. And that there might be occasions where 
it might be desirable to postpone the actual abandonment. 
I think Mr. Nelson said for up to ten or twenty years; 
would you agree with that, so that people would have 
time to get their affairs in shape? 
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doubt very much if it should be extended for twenty 
years. 

Q. Well, that is an outside figure. He 
said ten to twenty, and I believe one of the other 
witnesses said five years? 

A. I think that would be nearer the mark, 

COMMISSIONER MANN: Mr. Dickson, if I 
may interrupt: My understanding about what Mr. Nelson 
said yesterday was not that the decision should be 
postponed for a period of up to twenty years. I 
think he replied to a question I asked him, and as 
I recall the question it was, "What notice do you 
require for abandonment of lines?", and then I think 
that is when he talked in terms of five, ten or twenty 
years. However, it wasn't that the actual decision 
was to be postponed. 

MR. DICKSON: No, the decision might be 


mede now with the abandonment taking effect later. 


COMMISSIONER MANN: We didn't discuss the 
abandonment. 

MR. DICKSON: Just the notice. 

COMMISSIONER MANN: There was no 


discussion on the decision to abandon, 

MR. DICKSON: Q. That would be along 
your thinking too, Mr. Harrold, that you should not 
have such a long --- 

A. There may be some difference between 
a notice of abandonment and the decision to abandon. 

Q. Would you give me your views on both? 


A. Well, certainly, if the decision was made 
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and we knew in advance by a reasonable length of time 
-- five years, in my estimation may be a reasonable 
length of time -- and in some cases it may be shorter; 
for instance, as far as this this Kingman abandonment 
is concerned, we kknetaih opposing it at the present 
time, and that has been very short notice. So, 
conditions could vary. fleweter, i think a reasonable 
length of time should be allowed after it was agreed 
to be abandoned -- after the decision was made to 
abandon it. 

MR. FRAWLEY: Mr. Chairman, I have no 
questions for Mr. Harrold, but I would like, as counsel 
for the province, to compliment Mr. Harrold on what 
I regard as his very excellent brief, and I would like 
my compliments to extend to those people who had a 
hand in assisting Mr. Harrold in the preparation of 
this brief. 

While I am on my feet, I would like also 
to say that, as counsel for the province, I appreciate 
very much the briefs filed yesterday and put into the 
record by the Farmers Union and by the Lethbridge 
Chamber of Commerce. . In my view, also, they were 
very helpful contributions to the work of the 


Commission, 
~--A short recess. 


THE CHAIRMAN: Order, please, gentlemen. 
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CROSS-EXAMINATION BY MR. BRAZIER: 

Q. Mr. Harrold, in your brief you speak 
of national policy, total national policy. Do you 
conceive national policy in Canada to be something 
that is dynamic and changing as Canada expands? 

A. Well, I presume that certainly national 
policy has to change with changing conditions, surely. 

Q. Mr. Frawley suggests that I should let 
you know who I represent. ‘I ‘thought, you knew: 
that I represented the Province of British Columbia? 

A. Oh, yes. 

MR. FRAWLEY: He represents the Province 
of British Columbia, Mr. Harrold, so that there will 
be no mistake. 

Q. Your members would not, I presume, 
advocate that national policy is something that should 
always remain the same? 

A. Well, I presume that Parliament sits 
once a year in order to consider national policy and 
make some additions to it from time to time, otherwise 
I don't know why they are sitting there. 

Q. And national policy, of course, is 
something that is rather difficult to put into words; 
is that so? 

A. Right, I agree. 

Q. Do you agree with that? 

A. Yes. 

Q. And national policy, we could probably 
say, is made up of policies in respect to various 


phases of Canadian life? 
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A. Yes, I will agree with that. 

Q. And total national policy is the sum 
of all those policies? 

A. Yes. 

Q. And would you agree that the national 
policy in respect to railways has changed over the last 
75 years? 

AY, Well, I would say that certainly 
national policy as it affects railways can be amended 
from time to time, but it shouldn't be completely 
changed, 

Q. No. 

A. Depending on what the --- 

Q. I'm sorry, Mr. Harrold. Go ahead, 

A. No, that's fine. That's all. 

Q. Let me put this proposition to you. 

In the 1880's or 1890's, could we agree that the 
national policy of Canada was for an expansion of 
railways in Canada? 

A. I don't know as if it was for an 
expansion of railways in Canada, but it was certainly 
for the expansion of the holding: together of the 
country as a whole, and railways were a very important 
Barc er’ 16. 

Q. And the federal government in particular, 
and I think some provincial governments -- I know the 
Province of British Columbia did -- encouraged the 
building of railways for the purpose of developing 
Canada? 


A. Yes, that is true, sure. 
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examine present day railway problems within the frame- 
work of total national policy ..." 

Now, have you in mind there present day 
total national policy, or the national policy of 1885? 

A.i No. We have in mind there present 
national policy, certainly. 

Q. I take it, too, from the tenor,, the 
general tenor: of your brief, that you are willing 
that the Crow's Nest Rate Agreement be considered in 
the light of present day policy provided the other 
things are looked at, too? 

A. I would say this: That we have had 
a total national policy in Canada with railways, and 
if there are certain things in there that are binding, 
and an agreement, they should be looked at, but if 
there is any coneessions to be made in relation to other 
things -- in other words, they should be taken into 
consideration, not only one of them, in relation to 
national policy, not only singling out one part of 
the overall picture. 

Q. At the same time, you are willing that 
the part that particularly affects your association 
should be looked at with the rest of the matter? 

A. We don't mind anybody looking at it 
from time to time, as long as they don't do too much 
with it. 

Q. Page 13, paragraph 43, Mr. Harrold. 

You say: "When rail rates on grain and flour are 
said to be a burden to other shippers, this, in effect, 


is a charge that these rates are discriminatory." 
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Would you agree that in recent years, say 


the last five years, during which time certain increases 
in rates have been granted to the railways; would 

you agree that the fact that the increases did not 

apply to grain and flour was a burden on the other 
shippers of Canada? 

A. I wouldn't put it that it was a burden 
om Lie It is obvious to anyone that if all rates 
went up that some of them might not’ have to go up quite 
so high, if some of them went up. That is obvious 
to anyone. There are other considerations to be 
taken into account before you say it is a burden on 
other shippers, because a certain part of it stayed 
the way it was. 

Q. Would that also apply to the proposition 
which you state in the third sentence of paragraph 43, 
when you say: "Shippers of skelp to the prairies are 
faced with undue burden..."? 

A. We use this as an example of the fact 
that there are differences in freight rates in Canada. 

Q. You have enough, I know, Mr. Harrold, 
to do with freight rates that you cannot conceive of 
that situation being entirely eliminated at any time; 
can you? 

. Well, Iwould say this: That there 
are so many different rates and put in there for so 
many different reasons, I do not suppose we can get 
agreement from everybody that you can entirely Std 
them, 


Q. You would agree that the railways should 
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be permitted to publish rates to meet competitive 
conditions provided the rates they publish give them 
something over and above their out-of-pocket costs? 

A. Well, I'm not an expert, Mr. Brazier, 
on freight rate making. And I think we are dealing 
with general principles here. And, in answer to 
your question, I don't think I would object to the 
railroads publishing rates that were put in for 
competitive reasons. I think I can go that far. 

Q. i would point this out to you, and 
I think this is a fact, that you have certain competitive 
rates between Calgary and Edmonton here in the Province 
of Alberta; is that correct? 

A. That is probably right. 

Q. Yes. And would you think that because 
they are competitive, they are lower than the rates 
would otherwise be? 

A. Obviously. 

Q. Yes. And would you say, then, that 
there was discrimination in those competitive rates? 

A. Maybe discrimination is not the word 
that we should have used here. There is certainly 
a difference in them. 

Q. I will go along with the use of the 
word "aatrerehee") then. 

Now, coming to the last sentence of your 
brief, you say: "Western agriculture demands not’ 
only that the Crow's Nest rates remain unaltered, re 
that a careful and objective analysis be made of all 


phases of railway transportation in the interests of 
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continuation of a wise and reasonable national policy 
for all of Canada." 

Now, is your association opposed to the 
payment of a subsidy for the carriage of grain if it 
is found that the rates are not bearing their costs of 
transportation? 

A, Well, certainly I think we tried to 
point that out in this brief, that we are opposed to 
a subsidy being paid on the basis of any one section 
that to some people may be a low rate, when there 
are other sections and other considerations to be taken 
into account before that subsidy is applied, 

Q. But you would like all the rates weighed, 
and a subsidy paid for all that are found wanting? 

A. If that seems to be the only solution, 
it should be a general subsidy to cover the railway as 
a whole. And I qualified that by saying "if that 
seems to be the only solution”. 

Q. Now, I am not saying that this is so, 
by any stretch of the imagination, but if, — perchance, 
it was found that only the grain rates were not paying 
their full out-of-pocket expenses, what would your 
position be then? 

A, We have set out in several paragraphs 
here that we think there are other considerations that 
should be taken into account before you can arrive at 
that position. And we are not prepared to admit 
we have arrived at that point. 

Q. I'm not asking you to do that. I say 


after taking all these factors into consideration, if it 
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is still found by this Commission or any other advisory 
body that states this position that the railways are 
losing money on the haulage of grain, would you then, 
under those circumstances, be opposed to the payment 

of a subsidy -- and, in the Province of British Columbia, 
we do not care whether they pay it to the farmers or 

to the railways -- a payment of a subsidy for the 
earriage of grain? 

A. You are assuming, then, of course, that 
there are no other deficits in any other part of the 
railway operation; am I right? 

Q. Yes. 

AY Well, I agne' think we can assume that 
at this point. 

Q. I have to put it on that basis, because 
we may not be able to prove any others, you see. 

MR. FRAWLEY: You may not be able to prove 
that one either. 

MR. BRAZIER: Q. No. But if that 
turned out Re be the situation -- as I say, I am not 
saying it will be at all -- what would be the position 
of the members of your organization? 

A. Well, there has always been one thing 
that I have always gone along with and that is to face 
a situation when I reach it. I won't agree that 
we have faced that situation yet, and therefore I am 


not on record. 


CROSS -EXAMINATION BY MR, MAURO: 
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the Province of Manitoba, which lies east of here, and 
as my good friend, Mr. Frawley, knows our other 
distinction is that we have historically sacrificed 
every advantage we have for the Province of British 
Columbia, so there will be no doubt in your mind as 

to my position. 

Some questions have been asked you, Mr. Harrold, 
eoncerning national policy, and I might say that I 
think your submission here is an excellent factual 
development of national policy in this field of 
transportation, 

I think that you would agree that national 
policy has not changed since 1880, or since 1867. 
Certainly, it has not changed in its objective, which 
is the development of Canada for all Canadians. Is 
that the position of your organization? | 

A. Yes, 2 tiink "BO. That’ is why I 
qualified my former remark by saying there is need of 
ARR from time to time. 

Q. And that in 1880, when this policy 
regarding rail construction was developed, the frontier 
was Western Canada; and, in 196Q the new frontier is 
Northern Canada; and that we are finding a real 
transportation policy and a roads to resources policy 
which is a translation of national policy for the 
present day. Is that right? 

A, I think that is’correct, 

Q. Now, my learned friend, Mr. Dickson, and 


also Mr. Cooper discussed with you briefly this matter 
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of branch line deficits and branch line burdens, if they 
do exist. And I think you have, in your organization, 
taken an extremely fair approach to this problem. 

We, in the Province of Manitoba, Mr. Harrold, 
are attempting to place before this Commission some 
possible solution -- whether they are accepted or 
not will remain to be seen -- but we think it is 
helpful to this Commission to have the opinions of 
associations such as yours on these important problems. 
And one idea that we have put forward is what we 
call a branch line trackage maintenance fund, and we 
say that assuming, for \éxample, that there is this 
five year notice i or, it doesn't matter how many 
years notice -- under the scheme, we envisage the 
Board of Transport Commissioners find that the railways 
are in fact losing a certain amount of money on the 
maintenance of branch line operations, but that in 
addition the lines should be maintained due to public 
interest, the needs of the community that is built 
up around that branch line. Then, under our 
scheme, the railway would be compensated out of a 
fund to be called the Branch Line Trackage Maintenance 
Fund. Do you think that your association would 
be in favour of such a scheme as that? 

A. Well, I'm sorry, Mr. Mauro, but I haven't 
had a chance to study it in enough detail. I agree 
that you have described it here very briefly, but 
I wouldn't -- much as I would like to go along with 
Manitoba -- I wouldn't want to go along whole heartedly 


with you at this moment, without studying it further. 
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Q. As you mentioned, you are going to make 
a presentation later, and I thought I would mention it 
to you, and I certainly hope you will get a copy of 
the submission of the Province of Manitoba, because 
your comments would be very valuable. 

A. Yes. 

Q@. You mentioned at page 4, Mr. Harrold, 
this matter of the very large subsidies received, or 
grants received by the Canadian Pacific Railway in 
encouraging the construction of the. mainline from 1881 
to 1885 and on. And you very aptly set out that 
they received extremely valuable consideration, and 
I might say that the Province of Manitoba has also 
requested this Commission to look into these other 
aspects from the viewpoint that there was a contract 
entered into in 1881 between the Canadian Pacific 
Railway and the Government of Canada under which this 
very large land grant and the money grant were made 
to that railway, and this is as binding a contract as 
was the contract of 1897. Is that the position 
of the Alberta Wheat Pool? 

A. Yes, I think that is probably right. 

We do not refer to the contract of 1881 in our brief 

here, but we refer to it as national policy, and the 

land grants that were made, and I assume that is what 
you are referring to. 

Q. Did you know there was a contract in 
1881? 

A. I haven't seen the contract. 


MR. SINCLAIR: It is October, 1880, so he may 
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have his mind on the right one. 

THE WITNESS: Thank you, Mr. Sinclair. 

MR. MAURO: Q. It is under that contract 
they received the 25 million acres and the 25 million 
dollars, and it may interest you to know that in my 
examination of Mr. Reid, the controllor of the 
Canadian Pacific Railway, in December, he mentioned 
that the initial payment of capital into. the Canadian 
Pacific Railway was $10 million, and I refer to the 
Senate Committee meetings of 1920, where the officer 
of the Canadian Pacific Railway said that by 1920 
the value of the C.P.R. had increased to $124 million. 

MR. SINCLAIR: I don't think my friend 
wants to mislead. There were additional applications 
of capital also, You mean that? 

MR, MAURO: Q. I think if you would look to the last 
page of the examination again, you will see it is there. 
I asked the question about the $10 million being 
increased from the time of payment in until 1920. 

THE CHAIRMAN: Your point is on the initial 
subscription. 

MR. SINCLAIR: I am sorry, I will argue it 
later. 

MR. MAURO: Q. I just mention this 
to you, Mr. Harrold, to substantiate and agree with you 
that there were very valuable grants received by the 
Canadian Pacific and which were granted to them in 
consideration for the building and the perpetual and 
efficient maintenance of that railroad, is that the 
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A. That is the position we take in grain, 
yes, I am not in a position to agree with your 
figures that you have set out. 

Q. No. However, you can check them, Now, 
on page 15, paragraph 43, my learned friend, Mr. Brazier, 
referred you to this matter of burden and questioned 
you on it, and I wonder whether you might give the 
opinion of the Alberta Wheat Pool on this particular 
matter, because the Province of Manitoba has taken the 
position that the burden that this Commission should 
be investigating is not simply the burden of one 
movement, namely, grain, but the total burden on the 
shippers of the Province of Manitoba. 

My question is, is it the position of the 
Alberta Wheat Pool that particularly the burden that 
this Royal Commission should be investigating, vis-a-vis, 
the citizen of Alberta, is the total freight rate burden 
and not simply the cost of moving the grain to point 
of export? 

A, Well yes, certainly; the position we 
take is that if grain rates under the statutory grain 
rates are a problem, there are certainly other problems 
that should be looked at as well. 

Q. But the freight rate bill of the members 
of the Alberta Wheat Pool is not only made up of the 
movement of grain, but also the movement into Alberta 
of food stuffs and agricultural products and agricultural 
implements and other commodities? 

A. I don't think there is any doubt of that. 


We didn't go into that matter in our brief. There is 
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no doubt agriculture, as far as the freight rate is 
concerned in the west -- so far as freight is concerned 
-- is a big user of freight, one of the biggest. 

Q. You cannot just separate out and look 
at what it costs him to move one commodity, because 
he moves a great number of commodities each year and 
upon which he pays a substantial freight bill? 

A, That is» right. 

Q. And then officially, Mr. Harrold, I 
think probably you would support the position of the 
Province of Manitoba that if after a complete appraisal 
of this whole situation that we are able to come to 
that hypothetical spot which my learned friend. Mr.;:-, 
Brazier arrived at, that only the grain rates are faul- . 
ty in the Canadian freight structure, would you agree, 
then, that if the subsidy is hecessary,, that that 
subsidy be paid to the petioeatd 

A. T thought, in answer to Mr. Fraser, I 
arrived at the point where I wasn't going to comnit 
myself on that particular question at this time, because 
we certainly maintain there are other things that 
should be looked at before we arrive at that place. 

Q. You agree that the contract of 1897, and 
as varied in 1925, is still a binding contract, do you 
not? 

A. That is right. 

Q. wea the Alberta Wheat Pool doesn't 
request any change in that contract? 

A. No sir. 


Q. You are happy with the terms of that 
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contract, are you not? 

A, Yes, 

Q. And if the Canadian Pacific Railway then 
had difficulty in living up to its obligations under 
the contract, then they are the ones that need the 
subsidy and not the Alberta Wheat Pool? 

A, Yes. 


Q. Thank you, 


CROSS-EXAMINATION BY MR, DOHERTY: 

Q. Now Mr. Harrold, my name is Gordon 
Doherty and I represent the Province of Saskatchewan. 

May I just direct your attention to one or 
two matters on the matter of branch lines. Mr. 
Nelson in his evidence yesterday, as I understood it, 
expressed the opinion that in establishing a branch 
‘line that the railways assumed some obligation to the 
people along that line to provide a service. Now, » 
what was your opinion beyond iy would you agree wien 
Mr. Nelson? | 

A. Well, as I said, we haven't got branch 
lines in this particular submission, and we probably 
would be prepared to go into that much deeper at a 
later date. 

However, I think I would agree with you that 
far, that certainly when these railways were built, 
the settlers that went in there went in on the 
understanding that they had a railway fairly close to 
them, and started up their operations on that basis, 
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Q. In speaking of the possible situation 
where a line was abandoned, a member of the Farmers 
Union had this to say, that the grain handling facilities 
could still be used for local storage, and the grain 
moved to the nearest line by truck at much less cost, 
but ifthe individual. farmer's: cost im making 
the haul is thereby increased, it would be necessary 
that he be compensated for the added cost, and I also 
understand your answer to an earlier question was that 
you didn't think that your elevator storage could 
be used advantageously for local storage? 

A. I don't think it would be very practical, 
myself, It might be possible to work out. That 
hasn't been tried. 

If there were some abandonments and the 
situation arose, it could be -- there is no doubt about 
it -- it could be tried for a while, and if it didn't 
work out it would have to be dropped, nt we don't 
propose it as a method of handling abandonments at 
the present time. 

Q. May I ask, sir, what would be the 
situation that your company would have regard to in 
deciding whether or not you would retain the elevator 
there or move it to’another location? ° 

A. Well, there are a ee of considerations 
when we decide either to place an elevator or rebuild 
or build at a new town, and in considering the older 
elevators there are a’number of ‘things we take © 


into account; how much grain they handle in the place, 


what condition they are in, how much it will take to keep 
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them in condition, and things of that nature. Those 


things are certainly Coker into account before we 
arrive at a decision on what we would do to that 
elevator, whether we would scrap it or move it. It 
would depend on the local situation. 

Q. What would you foresee as the possible 
distances that an elevator might usefully be moved? 

A. Usefully be moved? 

Q. Yes, 

AX Well, that again depends on what 
condition your elevator is in. We consider moving 
an elevator up to ten miles, but it has to be a 
reasonably good structure to make ita worthwhile 
proposition from an economical standpoint. Beyond 
that I don't think -- here again it depends on:the 
local situation, and you may have a condition where 
you could move an elevator 15 or 20 miles, and then 
again you may not. So, this question of moving 
an elevator any distance is not very practical ina 
number of instances. 

Q. As to the matter of added costs that 
would result from the abandonment of lines, what would 
you consider to be those added costs, say, to the 
farmer? 

A. Well, as far as grain is concerned, 
naturally if he had to haul it a little further than 
he did before the abandonment took place, there would 
be some added cost, but in today's operation of the 
truck and good roads, an extra four or five miles 


doesn't add too much to his costs. 
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We have members that are hauling up to 200 
miles to some elevators, and in other instances, why, 
they are only hauling a mile or two, so I haven't got 
any figures as to the average haul as far as grain 
farmers are concerned in Alberta. 

Q. You would agree that in the actual 
haul you would have to take into consideration the 
actual cost of the truck and the farm labour involved 
in that, and also the time element? 

A. Well, the cost to who, the farmer? 

Q. Yes, the farmer. 

A. Well, I think I have stated that, that 
an extra five miles doesn't really make much difference 
in truck hauling today, not an appreciable amount 
per bushel. 

Q. Do you see any possibility of the 
devaluation of farm lands as a result of the abandonment 
of a line? 

A. I think you are asking too general 
a question, because it depends on the particular 
abandonment that was taking place. For instance, 
if I might refer again to this abandonment that is 
under consideration now in Alberta on the Kingman 
line, there are not too many centres on that particular 
line; in other words, it has practically disappeared 
so far as a store and a post office, and so on is 
concerned, and they have within a reasonable distance 
elevators they can haul to, and it is not too much 
of a disadvantage when that line is abandoned. So, 


each line will have to bé considered on its own individua 
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merits as far as making a statement on that is 
concerned. 

Q. It would be a factor you would suggest 
to be considered in each case? 

A. Yes,, Ty thinkso0, 

Q. On the matter of other assets, I 
believe I understood you to say that you thought they 
should be considered? 

A. "Other incomes" is what we used here. 

Q. . Had you in mind that it would be 
considered for the purpose of determining the freight 
rates, or perhaps by way of a reduction in the amount 
of the subsidy, if such a subsidy should be payable? 

aoe Well, what we are proposing here is 
that other income should not be set aside and said 
that it has no relation whatsoever to railway trans- 
portation costs, and IL think in the same instance 
we can closely regulate these land grants and the 
results therefrom to the actual railway operation 
with regard to agriculture as it is today. There may 
be other income that is not. as closely related to 
what we have tried to point out here,in that there 
is some that should be considered in any. consideration of 
overall freight rates as far as western agriculture 
is concerned. 


Q. Thank you. 


THE CHAIRMAN: Mr. McDonald? 
MR. McDONALD: I think that Mr. Sinclair 
should go first. I will reserve it now, and I may 


have a question or two at the end. 
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Wem pee 


CROSS-EXAMINATION BY MR, SINCLAIR: 


to 


Q. Mr. Harrold, as you know, I represent the 
3 Canadian Pacific and my name is Ian Sinclair. 
4 First, I would like you to just look at 
5 a few places in your brief before I ask you some other 
6 questions that I feel may be of some assistance to the 
7 Commission in understanding your position, 
8 In regard to your first paragraph, where 
9 you say in the last sentence that the railways imply 
AC that their only real problem is the unprofitable 
1 ; 
! operation in handling grain, as they allege it to be, 
12 \ . 
and those are not your exact°owords, but’ that.18) the 
13 
point which you are stating there? 
14 
A. Yes. 
15 | 
Q. In the light of the evidence that has 
16 
been given and, I am sure, brought to the attention of 
17 ; ae te 
Fev wean Ce Macne GF ron Meee Oro NOt 
18 
it would be more accurately stated this way; that 
19 
the railways have said that the major problem -- the 
20 
Canadian Pacific, at least -- that the major problem 
21 
is the unprofitable handling of grain. 
22 ies 
MR. FRAWLEY: I don't know how many times 
238 
we will have to go around that stump with Mr. Sinclair, 
24 
and if we go back into the record at the preliminary 
25 
|| meeting -- I wish I had a transcript here -- he said 
26 
that the only inequity -- with the order-in-council in 
27 
his hand -- the only inequity -- well, I will leave 
28 
that there. 
29 
MR. SINCLAIR: My friend is awfully, awfully 
30 


jumpy. I am asking the witness about what is the 
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problem, I will come tto the inéquities, Mr. Harrold 
is assisted by his organization and he has got a 
distinguished counsel here and doesn't need the 
assistance of the great powerful organization that is 
behind the Province of Alberta. 

MR. FRAWLEY: In any event, when Mr. 
Harrold is here and he is talking to Mr. Harrold, 
that derision in his voice when he talked about the 
Alberta Wheat Pool and the grain organizations, seems 
to be absent from Mr. Sinclair's question, 

MR. SINCLAIR: We will ask the questions 
in the way -- I think my friend should be very careful 
of the way he alleges certain matters concerning 
myself or my client, and I think that is completely 
improper. 

MR. FRAWLEY: I say that you said the only 


inequity was the Crow rates. 


MR, SINCLAIR: I am not dealing with 
inequities. 

THE CHAIRMAN: Go on with the cross- 
examination, 

MR. SINCLAIR: Q. Will you answer the 
question? 


A, I will answer it this way --- 

Q. I am dealing with problems and what 
the Canadian Pacific has said about, the actual ‘major 
problem, . 

A. You are suggesting --- 

Q. With the major problem, and I will come 


to inequities in a minute, 
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1 A, bial are suggesting, then, that the 
2 word "major" should be in there instead of "only real"? 
3 Q. Yes, 
4 A, I myself can't see too much difference 
5 between the two words. 
6 Q. You can't? 
7 A. Ne, 
8 Qe Very well. And the reason why they 
9 said it was a major problem was because by virtue of 
10 the statute, it was a problem then which they could 
11 do nothing about, did you know that? 
12 A. Yes, I knew that; that was their 
13 statement. 
14 @. You don't agree with it? 
15 A. Not altogether, no, 
16 Q. In what way don't you agree with it? 
17 PR . I think there are other problems so 
18 far as railways are concerned. 
19 Q. That they can't do anything about? 
20 A. Well, I know that the distinction is 
21 made between what they cannot do by statute and what 
22 they do do by management decisions. As far as I 
23 am concerned as a grain handler, I can't see too much 
at difference between them, Maybe you can, but I 
- cant. 
#6 Q. And you don't think that the ability 
a to adjust charges in relation to costs in one case, 
a6) and the complete lack of ability by statute to do it 
ai in the other case is not a distinction of major impor- 
30 
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A. No, I wouldn't say it is a distinction 
of major importance. 

Qe In your business do you adjust your 
charges in relation to changing costs, Mr. Harrold? 

A. In our business we are subject to 
a maximum charge, the same as some other businesses are, 

Q. Then, I will put my question again; 

I am afraid you didn't hear it. Do you in your 
business adjust to your charges in relation to chanying 
costs? 

A. If you are referring particularly to 
grain handling charges and storage charges, you will 
find they haven't been changed too drastically in the 
last twenty years. 

Q. Can I come back again: Do you in your 
business adjust your charges in relation to changing 
costs? 

A. And by “our business" you mean the 
operation of an elevator system and not the shipping 
of grain? 

Q. In the operation of the business of 
the Alberta Wheat Pool? 

a We change some of them, yes. 

Q. Is there any element of your business 
that you are prevented from applying or going to some 
tribunal such as the Canadian Wheat Board or the 
Board of Grain Commissioners to adjust charges when 
you feel it is necessary because of increased costs? 

A, We have to operate under a maximum 


charge which is set by the Board of Grain Commissioners, 
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but I don't think the parallel is the same as the one 
we are setting out in our brief for the reasons 
we have set forward here, that there are other 
considerations that entered into any of these limitations 
-~- SO called limitations. 

Q. Well, we can deal with that at another 
time, if necessary. My question is, is there 
any part of your business, the Alberta Wheat Pool's 
business, where you can't, if costs increase, go 
to the tribunal, if they are regulated costs, and ¢ 
ask for increased charges in relation to those costs? 

A. Again I would say, if this is leading 
up to a parallel between our position and the position 
of the C.P.R., I would not agree it is in the same 
bracket at all. 

Q. Well, that is a question of argument, 
and I am not here to argue this case at this time. 
I can do that at another time, I am trying to get 
some factual information from you which I think may 
be of assistance to the Commission, and what use I may 
make of it and what use your counsel may make of it 
at a later time is a different matter. Now, can 
I again ask the question: Is there any part of 
the business of the Alberta Wheat Pool where you can't 
increase or adjust your charges in relation to changed 
costs? 

A. Subject to the qualification that we 
have to appear and make our case, we can adjust our 
charges, yes. I wonder if I would be permitted to 


add one sentence to that. 
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Q. I want you to have every opportunity 
to do so, because I don't want in any way to have any 
feeling --- 

A, I would put it this way, that our 
company didn't at any time sign a contract and receive 
other considerations in which we suggested we would 
never change our rates. 

Q. I am glad you brought that up. Let 
us discuss that for a minute. Your Alberta Wheat 
Pool, so that we can simplify this we will put it 
this way: Your Alberta Wheat Pool had 289 elevators 
and it entered into a contract with the Government 
of Alberta, and you signed that contract under which 
you stated that you would purchase grain at those 
269 elevators at a fixed fee. Some many years 
later, and without getting your signature on any contract 
the Alberta Government passed a law which said at the 
fee that was in the original contract the Alberta Wheat 
Pool will, at the same fixed fee, handle grain or 
purchase grain at 2869 of its elevators; in other 
words, I have increased the number 1000 per cent -- 
ten times. As a result of that would you say 
that you were handling grain at the 2869 elevators 
under contract, or would you say that you were not 
handling under contract? 

MR. WOOD: I think, Mr. Chairman, this 
is calling for rather a complicated answer, 

THE CHAIRMAN: Well, there are involved 
the other considerations that Mr. Harrold spoke of, 
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MR. WOOD: Oh, yes, but I feel, Mr. Chairman, 
that perhaps -- and maybe I am anticipating Mr. 

Sinclair -- that perhaps he is asking the witness for 
some type of legal interpretation again, 

THE CHAIRMAN: No, nos; he can't do that. 

MR. SINCLAIR: I asked a very straight 
factual question, 

THE CHAIRMAN: Well, put the question again 
Mr. Sinclair. 

MR. FRAWLEY: Wherein lies the fact? He 
is asking would Mr. Harrold regard such and such a 
situation as an identical and similar situation, There 
is no question of fact. He is just exploring some 
hypothetical situation. 

THE CHAIRMAN: Well, I wanted to get the 
question to see whether we could judge if it was fact 
or theory. 

MR. SINCLAIR: Well, the witness suggested 
to me that there was a difference in the position of 
the Alberta Wheat Pool and that of Canadian Pacific 
Railways in that it had signed and the Alberta Pool 
had not signed a contract. I then thanked him 
for bringing that to my attention, and snnaueh me to 
the Commission, and then I said I would explore that 
with him, 

THE CHAIRMAN: Yes, I think you probably 
might explore it further by referring to the fact that 
the 289 represented what were the points on the 
CrPyRe 


MR. SINCLAIR: The ones covered by the 
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agreement. 

THE CHAIRMAN: Yes, and the later figure 
was all points in 1925. 

MR. SINCLAIR: All points on all lines of 
railway. 

MR. WOOD: Mr. Chairman,are you now referri 
-- and this is the part I don't understand -- this is 
a hypothetical situation. 

THE CHAIRMAN: It is a hypothetical 
situation where he is comparing -- the question, I 
think, was a bit obscure, and now he is suggesting 
that if the Alberta Pool had 289 elevators when it 
started, and then increased that number to 2800, the 
same as the number of points that were increased to 
be served on all lines --- 

MR. MAURO: And put in the little piece 
where they were let off the hook on westbound 
commodities. 

MR. SINCLAIR: Well, we have had Mr. Wood 
and Mr. Frawley and now we have Mr. Mauro, 

THE CHAIRMAN: Well, does the witness 
understand your question, 

MR. SINCLAIR: With the assistance 
he has now had, I am quite sure he is completely 
confused. 

MR. FRAWLEY: Mr. Sinclair should: understand 
that from the first day this Commission sits until 
it closes its last session I am going to defend the 
Crow's Nest Pass freight rates on behalf of the 


Province of Alberta. 
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THE CHAIRMAN: There has never been any 
mistake about that. Well, Mr. Sinclair? 
MR. SINCLAIR: Q. Mr. Harrold, I am 


quite sure you and I could do a lot better outside? 


A. I am not too sure, 


THE CHAIRMAN: Just what do you mean by 
that? 

MR. SINCLAIR: Q. The question I asked 
was this: If you entered into a contract with the 


Province of Alberta to purchase grain on a fixed fee 
basis at 289 elevators, and then later, many years 
later, the Province of Alberta without getting your 
signature to any document passed a law in which they 
said that at ten times the number of elevators -- 
a one thousand per cent increase -- 2869 elevators, 
you will handle grain at the same fixed fee hasis, 
would the Alberta Wheat Pool consider that they were 
handling grain at those 2869 elevators on the basis 
of a contract, or on the basis of a direction by law 
and statute? 

MR, WOOD: This, surely, is an interpretation]. 
That is what I suspected. It is a comment on a 
legal opinion, 

THE CHAIRMAN: Well, we will see what 
Mr. Harrold says to it, If he says he is not a 
lawyer, we can't do anything, 

MR. SINCLAIR: Q. I don't think, after 
the direction from the chairman that you need to 


answer the question. 


MR. FRAWLEY: Just because he is in the 
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courthouse, it doesn't mean he is a lawyer, 

MR. SINCLAIR: Q. I don't think it is 
necessary to answer the question. The record will 
speak for itself. 

On page 3 of your brief, Mr. Harrold, you say 
this: "But the need for a transcontinental line 
was considered an emergency where expediency rather 
than careful planning ruled in decisions involving 
finance.” Having that in mind, would it be 
the position of your organization and yourself, in view 
of the consideration you have given to the problem, 
to suggest that the Government of Canada under the 
aegis of Sir John A. NacDonald and Minister Tupper, 
when they negotiated the contract with the syndicate 
for the building of the Canadian Pacific Railway, 

did not do so after hard bargaining and having , 

full appreciation of the considerations that they were 
giving and the obligations they were securing; is 
that your suggestion? 

A, Our suggestion here is that there was 
certainly discussion and bargaining at that time as 
to the way the railway would go through, but I think 
the results that have shown since then is that the 
C.P.R. got as good a part of the bargain as the 
Dominion Government, if not a better part. 

Q. But you are suggesting that expediencey 
ruled the roost? 

A, That is right. 

Q. What makes you suggest that it did -- 


merely because of what has happened, or because you 
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have some fact to indicate that they were not 

considered -- all the elements that were available for 
consideration -- a balancing of risks and obligations: 
Risks assumed, obligations undertaken and considerations 
flowing to secure the acceptance by the syndicate of 

the risks and obligations? What makes you think 
that there is anything other than that involved in 

the situation? 

A. Referring to these different books 
we have from the history of what happened at that 
time -- and I am quite sure you will appreciate 
neither you nor I were there to judge the condition 
at that time -- we have to rely on history; it was 
suggested there was some need for haste, he we say 
here, in getting the railway line into British 
Columbia because of the fact there were other lines, 
coming up from the United States, and we merely point 
out the fact --- 

Q. You say you say "in here" that it had 
to do with the saliasae OF the Canadian Pacific in 
1881 -- some railway lines coming up from the United 
States. You see, I am now talking -- you were talking 
in your brief not of the 1897 situation, but the 
1881, and they are different situations. 

B. Well, this is what happened befcre 
1897. 

Q. Your statement here is directed to the 
situation existing in relation to the building of 
the Canadian Pacific Railway -- the Transcontinental 


Railway? 
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A. That is right. 

Q. And that is an entirely different 
situation from the one we are going to deal with later, 
and that is the Crow's Nest situation? 

A. I think there is a parallel between 
the situations. 

Q. You would agree with me they are 
different situations? 

AY They are different in that one is 1897 
and the other is 1881. 

Q. And they are different in other aspects? 

A, It eould’ be, 

Q. They are entirely different, as a matter 
oF Tact? 

MR. FRAWLEY: Is that a question or a 
statement? 

MR. SINCLAIR: If that question was not 


proper, I would like the Commission to so: rule, 


THE CHAIRMAN: No, that question is all 
right. 

MR. FRAWLEY: As long as it was a question. 

MR. SINCLAIR: Q. Did you have any 


difficulty with that question? 

A. Not with that particular question. 

Q. Well, what is the answer. 

THE CHAIRMAN: I think we will adjourn 
now and probably there will be less interruption after 
lunch. 

MR, SINCLAIR: I hope so, sir, because 


I must say I think it was entirely improper, and I cover 
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a great deal of ground in that. 
THE CHAIRMAN: Well, with eleven lawyers 
here I think we have got along fairly well this 


morning, We will adjourn now until 3:00 o'clock, 


---Luncheon adjournment. 


THE CHAIRMAN: All right, Mr. Sinclair. 

MR. SINCLAIR: Q. Mr. Harrold, just 
before the adjournment we were discussing this question 
that I “raised with you concerning what you termed 
expedience rather than careful planning ruled in 
decisions involving finance, and that had relation 
to the building of the Canadian Pacific Railway as 
required under the admission of British Columbia into 
Confederation. That is what you had in mind in that? 

A, That's right, although there were, as 
you mentioned before, there were two instances involved. 
One was in the building of the Transcontinental line 
and the other was ithe extension of it into the Crow's 
Nest region. 

Q. The way I put that to you, and I thought 
we had agreed, is that those were separate and distinct 
transactions? 

A. They were separate, but I think the 
same terms would apply as far as we are concerned. 
There was some haste or urgency in both instances. 

Q. Let's deal with the haste and urgency 
you suggest with respect to 1881. The union of 


British Columbia with the then formed parts of Canada 
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was in 1871? 

A. Could be. I will take your word for it. 

Q. And from that time, indeed from before 
that time, and up until 1880 when the contract with 
the syndicate thatelaternbeéame the C.P.R. Company 
as we know it today was made, there were numerous 
attempts to make a contract for the building of the 
Canadian Pacific Railway, or the railway to the 
Pacific Coast, whichever you want to call it. You 
knew that? 

A. Yes. We had some knowledge of it. 

Q. And, indeed, decisions involving 
finance were the major considerations that were in 
the minds of the Government when those negotiations 
and attempted deals were being considered. Would 
you not agree with that? 

A. That finance was the mapr consideration? 

Q. Yes? 

A. Well, it was one of the considerations. 

Q. A major consideration, Mr. Harrold? 

A. It could be, but it wasn't the only 
consideration, 

Q. Well, the other consideration was having 
people substantial enough, resourceful enough, and 
Willing to take the risk of building a railway through 
what was then the wilderness of western Canada. That 
was another consideration, wasn't it? 

A. Yes, it could be another consideration, 
sure. They are almost the same, though. 


Q. And, indeed, the policy of the Government 
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was to try to get private capital to accept the risks 
in exchange for lands, rather than advancing money; 
you knew that? 

A. That had something to do with it, yes. 

Q. Indeed, in 1872, 35 Victoria, Chapter 
71, an Act was passed for a grant concerning the 
railway to the Pacific involving 50 million acres. 

Did you know that? 

A. I am not familiar with that particular 
one you are speaking of, no. 

Q. Well, the Sir Hugh Allen syndicate, 
which resulted in a charter which hue hee surrendered, 
contained a grant of 30 million of dollars and 50 
millions of acres of land. And that is recorded 
in the sessional papers of November 13, 1873. Did 
you know that? 

A. I'll take your word for it again. 

Q. And, in 1879, there was appropriated 
100 million acres of land to be used to aid the 
construction of this Pacific Railway. Did you know 
that? 

A. I am not quite as familiar with all of 
the particular references that you are making. They 
don't happen to be in our brief here, but I will assume 
them to be correct, Mr. Sinclair. 

Q. I have given you the sources of them, 

A, Yes. 

Q. I think if you will study the suggestions 
and papers of Sir John A. MacDonald in regard to the 


negotiations for the C.P.R., if you look at this 
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correspondence of Sir John A. MacDonald, you will find, 
I think, and I am sure that you and your advisers must 
have looked at it, that what was involved was 
attempting to secure less money and more land on the 
part of the Government. Would you not agree with 
that? 

A. Attempting to secure more land and less 
money? 

Q. Attempting to secure from the syndicate 
an acceptance of less money and more land as consideratio 
for the obligation the syndicates were to assume in 
building the railway? 

A, That is possible. I am not familiar 
with those particular negotiations that you are 
talking about. 

Q. And, indeed, the grants of land in 
considerations of the obligations undertaken are 
expressed to be so many acres and all the minerals 
they contained? 

A. Yes. 

Q. Now, when a contract is made in 
consideration of obligations assumed, and the obligations 
are discharged, then the considerations moving from 
one party to another become the property of that 
second party; don't they, Mr. Harrold? 

A. Well, it all depends on what was in the 
contract. 

Q. Yes. And if the contract was held 
to have been honourably discharged in regard to the 


building of the Canadian Pacific by the Canadian Pacific, 
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you would not disagree with that, would you? 

A. Well, you're asking a question there 
that has certainly more ramifications than: just: 
simply a Yes or No. 

Q. Well, I am not trying to prevent you 
from answering as fully as you feel is necessary. 

‘Ay Well, certainly in consideration of 
building a railway, when a grant of land is made the 
value of the land at that particular time is not the 
only consideration that is ---in other words, putting 
a sum of money on it at that particular time certainly 
would not be “the only consideration in accepting 
a grant of land. 

Q@. Of course not. Of course not. But 
that is what it would esweneh to the party who was 
conveying it, wouldn't it? 

A. If you put it another way, merely 
because they built the railway there was some obligation 
to continue operating the railway, as well as the 
obligations on the other side. In other words, 
it was a continuing of the obligation to both parties, 
I would say. 

Q.. But my question‘to you was this: That 
if the contract was honourably discharged by the 
Canadian Pacific Railway, then the considerations in 
money and in land that moved to the company would be 
their absolute property. 

A. Well, maybe we would part on the basis 
of when the contract was finished or honourably 


discharged, as you put it, as far as the two parties 
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were concerned, 

Q. Well, you would agree, would you not, 
Mr. Harrold, that as far as you know the company, 
Canadian Pacific, has continued to live up to the 
contract it has made with the Dominion for the building 
and operation of the Canadian Pacific Railway? 

Ais As far as I know, yes, in consideration 
of the national policy as laid out at that time, and 
considerations that were given, it has lived up to the 
contract as far as I know. 

Q. You have read the contract, I am sure. 
Do you see the phrase in there "natinnal policy", or 
phrases such as that? The obligations of the 
Canadian Pacific are delineated. 

A. That's right, 

Q. So what you are saying here is that 
this question as to whether the lands that the company 
may have received are to be used for purposes other 
than the purposes of the company once they were earned 
is a question of interpretation of the contract? 

A. Well, if it comes to an interpretation 
of the ceesitienntt, I don't think we have gone into 
that in this brief. 

Q. I am asking you -- that is what you are 
saying, is it, that it is a question of interpretation 
of the contract? 

A. If you would give me a more specific 
instance of what you are asking in a contract or in the 
terms of the contract, I might be able to answer the 


question. 
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Q. Let me put it this way, then, Mr. 
Harrold, It would be a question of law as to 
whether the lands acquired by the company under its 
contract of 1880, as it was ratified and approved 
by the statutes, Chapter 1, 44 Victoria -- that is 
the 1881 statutes -- it would be a matter of law 
as to whether se lands under that contract, once 
they had been earned by the company, were their 
absolute property, or whether they were to be taken 
into account in regard to freight rates? Would 
you agree with that? Is that your position? 

A, That it would have to be specified in the 
contract? 

Q. Yes? 

A. As to whether they would influence 
freight rates in the future? 

Q. That's right. 

yp Well, it may be a legal interpretation 
that is necessary in order to decide what the contract 
said, but I think there is no doubt about it, that 
the overall position was that “0 had a national policy 
that encouraged the building of the railway at tht 
particular time. 

Q. And the terms and conditions upon which 
the railways were built, and what was to flow one from 
the other, were set out in the contract and whatever 
the intentions were, the contract is there? 

A. Could be. 

Q. You would agree with that? 


A. Could be, 
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Q. Well, I don't like to press you, Mr. 
Harrold, but I once gave an answer to a learned Judge, 
"Quite so”, and he asked me what it meant. 

Now, I am going to ask you what "could be” 
means. Does it mean Yes or No? 

A. Well, I haven't got the particular 
passages that you are referring to in front of me in 
the brief. And you are asking me to agree with 
a question without showing me what you have particular 
reference ‘to. 

Q. Well, I am going to ask you, as a ie 
who has had some experience in BlOgheeE. to answer 
this question. Whatever your intentions may be, 
or whatever somebody Hels intentions may be, once 
you enter into a contract it is the contract that you 
look at after that? 

A. Thatta PiIgnt. * I will agree with that, 
sure. 

Q. And that would apply to the Canadian 
Pacific just as much as it would apply to Alberta Wheat 
Pool? 

A. It would apply to any company that had 
a contract, yes. 

Q. Now, Mr. Harrold, on page 4 of your 
brief, you make reference to the fact that the agreement 
of 1897 -- that is, the Crow's Nest Agreement -- and 
you say it is a part of a policy having the single 
aim of achieving nationhood. 


And you made reference to the Royal Commission 


on Dominion-Provincial Relations, 1939, and the Royal 
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Commission -- the first:Turgeon Commission -- of 1951. 

Could you give me the page references where 
they take the position that this was a part of a policy 
having the single aim of achieving nationhood? 

THE CHAIRMAN: Mr. Wood will give us that, 

THE WITNESS: Now, will you give me the 
reference on page 4, again, that you are referring to? 

MR. SINCLAIR: Paragraph 9, line 7. 

MR. WOOD: It is marked in there, Mr. 
Chairman. 

THE WITNESS: Yes, right. 

THE CHAIRMAN: Mr. Sinclair wants you to read 
that, Mr. Harrold. 

MR. SINCLAIR: Q. I want you to read 
to the part of the Rowell-Sirois that says the agreement 
of 1897 was the part of a policy having the single 
aim of achieving nationhood. And after you have 
done that, the same thing out of the Turgeon Report, 
1951. 

A. You want me to read the whole paragraph? 

Q. Whatever you had in mind to support 
that sentence? 

A. This is on page 71 of the Rowell-Sirois 
Commission: 

"The provision of national transportation 
facilities was but one aspect of Dominion 
railway policy. To attain the objectives 
of that costly policy it was necessary to 
secure a level of rates which would counteract 
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possible alternative. routes and draw traffic 
from the east-west lines instead. Hence 
the Dominion played an important part in 
shaping the railway rate structure 1. —. 
(by legislation and by rulings of the railway 
committee of Privy Council and later the 
Board of Railway Commissioners). The 
nature and extent of its intervention were 
fixed by its determination to encourage 
inter-regional traffic and all-Canadian 
transportation.” 
"The objectives of the Dominion appear 

clearly in the Crow's Nest Pass Agreement 
ef 1897. Under this agreement, the 
Canadian Pacific Railway, in return for a 
subsidy for the construction of the ee 
Nest Pass line, undertook to reduce rates 
on grain and flour moving from the prairies 
to the head of the Lakes by 3 cents per 
100 pounds and to reduce the rates on a 
considerable list of benvidnay household 
and building supplies moving westward from 
Fort William and points east by 10 per cent. 
In the Manitoba-Canadian Northern Agreement 
of 1901, the railway company, in consideration 
ef a provincial guarantee of its bonds and 
the lease of the Northern Pacific line in 
Manitoba, agreed to reduce its tolls on 
grain from points in Manitoba to Fort William 


and Port Arthur by 4 cents per 100 pounds or 
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to reduce all other rates to and from the 

head of the Lakes by about 15 per cent.” 

Q. That is part of the Rowell-Sirois, 
the Dominion-Provincial Royal Commission of 1939 you 


have reference to? 


A. Yes. 
Q. Yes? 
b And the first line there: "The 


provision of national transportation facilities was 
but one aspect of Dominion-Railway policy." 

Now, the other one is at page 247 of the 
Turgeon Report: 

"These various freight rate provisions 
of the Agreement of 1897, taken together, were looked 
upon by Parliament as constituting a measure of 
great and lasting importance. They were said to 
be ‘at once the announcement and the commencement 
of a new national policy’. It was pointed out, 
in respect to the Crow's Nest Pass rates, that their 
primary intention was to relive the people then in the 
west of a grievous burden, with thé: further expectation 
that they would induce a great inerease in the 
population of the prairies and the development of an 
industry which it was in the interests of all Canada 
to foster." 

Q. Yes? 

A. There is one more paragraph. Do you 
want it read? 

Q. If you wish to. 
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announced policy received was that it did not take 
enough from the company to compensate for the valuable 
monopoly which the company was receiving and that 

the reduction of 3 cents per 100 pounds on grain and 
flour was too small in comparison with the lower - 

rate then being negotiated by the Government of 
Manitoba with another railway company. This is the 
lower rate which became effective upon the completion 
of the other line in 1903 and which caused the 
Canadian Pacific Railway Company to reduce its 

Crow's Nest Pass rates in order to meet the competition," 

Q. That is what you had in mind by saying 
that this was part of a policy having the single aim 
of achieving nationhood? 

A. Yes, that's right. 

Q. Thank you, Mr. Harrold. And your view 
is, Mr. Harrold, that the agreement of 1881 and the 
agreement of 1897 were, I think you said to one of 
my rt eet inter-woven? 

A. rnat's right. 

Q. Inter-woven? 

A. They were inter-woven, or very similar 
in intent. 

Q. They were similar in intent. And the 
agreement of 1897, you think, had a single aim of 
achieving nationhood by directing that rates would 
be reduced -- only grain rates -- only to the Lake Head? 

A. Well, that seemed to be the intention 


at the time, but it didn't deal, as you know, only 


with grain rates; it dealt with other commodities. 
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Q. But insofar as the grain rates are 


concerned, you think that it was achieving nationhood 
by directing fixed rates on grain to the Lakehead alone? 

MR. FRAWLEY: There was no Vancouver harbour 
in those days; I think that should go in. 

MR. SINCLAIR: If Mr. Frawley doesn't know 
that Vancouver didn't exist as a harbour in 1897, I am 
surprised, — 

MR. FRAWLEY: I don't think there were 
any grain terminals there. 

MR. SINCLAIR: Maybe my friend knows a lot 
more than some people, and maybe he doesn't. 

Q. I am asking you the question and I should 
pay no attention to these interruptions; I should just 
listen to you. 

A. Right. 

Q. Thank you. 

A. At that particular time the grain moving 
was entirely to the east and to Fort William, at that 
particular time. 

Q. Entirely? 

A. As far as western Canada was concerned, 
yes. 

Q@. So that under this agreement of 1897, if. 
it had remained in force, then the grain would have 
continued to be forced into the eastern Lakehead export 
position? 

A. That is supposing that the rate the other 
ay was set at some other figure, yes; it would force 


more grain through Fort William. 


qvodied yeywoonsY on esw ered — 


worn t'nesob yelwsi? .aM IL ‘ALATONEG 5M oe 


au Suh 
ft os biwode tends sorbet Ry opiate 


TUF 223 


me tT ,.YeSr at ‘ruodstadi 6 a6 tabxe + nbtb sevuooney te 1% 


bivorsa 


azulivom aibsia sit omit rslyotdtsg tedd ta A 


-benreonoo esw sbensQ mteteew as t8T eA .A 
“(tf .TRSL Io tnomeetgs atdd t9bap. said o8 


duogxe beodetel mtetage edt oda baorot ed oF bovitt vod 
a. a 
a | 


ee ae eee tedd sesso af ou 


90703 Hivow tb i085 58 


a) 


‘ow syernt Waid t'aeb FE : ¥RIWARG - AM 


.oxedt elsmtared ators | 
S gword baetut yr odyem :ALAIOULS «iM : i 


biuore I yenottiquaretat sxedi of moltasiis. on teal 


.t'resob sd edyam Sus ,elqoeq emos assd eront| **) 


I bas motvesip and voy gates me I .p 


diggin LA 


Moy aie sciT 2 


tsrad w¢é mbbtcne $108 ot bas tase add ot pasate ecw] 


eyed Slvuow ater sd mer? (900% at bentamor best ¢ bh 


i 7. + 7 ¢ . 7 ‘ia 


somts rsivotdred| if 


tylemtdaa «2 


7 
ms 
a 


Snotstec 


r : 
<< ~ Nine i 


- 
. 


‘ S * re a —e 
i Pa be git aim 
- 4 ig 7 oo * ” ‘ 


yee | 
“ ANGUS, STONEHOUSE & co.tTo. Harrold, cr-ex. 


TORONTO, ONTARIO (Sine la ir) 


Q. Well, Mr. Harrold, I wonder if you 
could assist thetCommission.iin this}. aff aguavresult 
of adjustments to costs and the considerations that 
have developed over the years, there was a different 
and higher rate westbound through Vancouver for export 
grain than there was for an equidistant: mileageosrce 
eastbound to the Head of the Lakes, can you think of 
any single act that would be @igreutercdisturbancece 
to the orderly marketing of Alberta grain? 

A. Could have a greater disturbance? 

Q. To the orderly marketing of Alberta grain? 

A. Well, there was a long period when the 
grain movement was entirely through Fort William and 
‘Port Arthur, and it wasn't until 1930 that it began 
moving -- it was around the 30's -- it began moving 
in any volume through Vancouver. 

Q. Yes. Now, takingithe situation as 
the marketing pattern has been built up, I am asking 
you the question -- thinking of your operation where 
the grain from your Alberta. pools does, move to export 
positions Mowe VddesvadndiayouospeaendWoor a single 
act that would have a greater disturbance on the 
orderly marketing of Alberta's grain today than the 
difference in the rates equidistant: Vancouverivor 
versus the Lakehead? 

A. Certainly there would be a disturbance 
in the pattern, but in later years wasn't the movement 
so changed there was an abhustwedt made? 

Qe In other words, the agreement provision 


did no longer apply? 
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A. I didn't say that; I would say there 
was an adjustment made. 

Q. An adjustment was made by whom? 

A. In 1925. 

Q. By whom? 

A. And again in 1927 by the Board of 
Railway Commissioners, at that time. 

Q. I suggest to you, Mr. Harrold, they 
were all done together; it was in 1925, and in 1927 
that matter was an outgrowth of the legislation that 
was changed in 1925? 

A. That is right. 

Q. So, it was the Government of Canada, or 
the statute, that changed the situation; correct? 

A, Yes, correct. 

Q. Now, Mr. Gasuebek ona of the points that | 
you have mentioned -- on page 9, for instance, and I 
think in other places, and at page 9 just about at 
the end of your paragraph 19, you refer to the railway 
monopoly arising from the Crow's Nest Agreement. 

Now, you quoted, you attached as an appendix 
to your submission, the Crow's Nest Agreement, did you 
not? 

A. Yes. 

Q. The Act of which the agreement is a 
part, and in that you will agree there is specific 
provision which can compel the Canadian Pacific to 
grant running. rights to other railways over the Crow's 
Nest line? 
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Q. How can you have a monopoly! when ); 
the Government reserves on to itself the right to order 
the Canadian Pacific Railway to give running rights 
over this line to:other railway: companies? ° 

A. AS a matter of practiee, running rights 
are not used exclusively or, at least, in large 
volume over the other competing railways. 

Q. But the Government was specifically 
putting this in so there would be no monopoly, weren't 
they? 

A. The fact remains that as far as southern 
Alberta is concerned, and that part of British Columbia, 
the rail lines are entirely Canadian Pacific, isn't 
that so? 

Q. The Canadian rail lines? 

A. Ver. 

Q. There are American lines that have been 
up there, and some of them were abandoned later and 
some are still there? 

A. Yes, as far as the Canadian lines are 
concerned, 

Q. What you are saying is that there has 
developed the fact that only one railway has served 
this area, but that is not saying that the agreement 
created a monopoly. Would you not agree with me 
that possibly the reason that ‘CanadhaniPacific is 
the only railway down there is that it has provided 

satisfactory service and has moved efficiently the 
traffic in that area? 


A. We have no knowledge of any complaints 
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from that particular area. 

Q. When you said that this was a: monopoly, 
had you overlooked this provision in the agreement? 

THE CHAIRMAN: Well ,Mr.: Sinclair, Iethink 
in fairness to the witness that he is quoting there 
from the finding of the Turgeon Commission. 

THE WITNESS: Theat | ieaoright. 

MR, FRAWLEY: The very words from page 
240 of the Turgeon Report. 

MR. SINCLAIR: That dsirighté That doesn't 
say that everything saaihee 

THE CHAIRMAN: That it was right. 

MR. SINCLAIR: No. 

Q. You had overlooked this provision, had 
- you, or had you just happened to take this and that 
was your authority without checking the agreement? 

as We checked the agreement; we were 
using here a reference in the Turgeon Commission which 
said that. 

Q. And that was your source? 

A. ‘Yes. 

Q. Would you abees with this statement from 
the Turgeon Commission Report, "None of those who 
oppose repeal" -- it is the repeal they are talking about, 
as you know --- 

MR. FRAWLEY: What is the page? 

MR. SINCLAIR: Ttedns paper 250. 

Q. I was going to give you this after I 
had read it, but if you have it I will read part of the 


paragraph immediately following the indent in this part 
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of the Turgeon Commission Report, and throughout their 
section on the Crow's Nest Pass they were discussing 

a proposal that the Crow's Nest Pass rates be taken 

out of the control of Parliament and put under the 
Board of Transport Commissioners, and would move up and 
down, and She :citnners be charged whatever the Board 

of Transport Commissioners would allow. In other words, 
that there was to be no protection to the farmer in the 
movement of his grain other than what might be arising 
from the cost. of transportation, and I was going to add, 
the cost of transportation to yourself, sibel dee 

of any other considerations; do you ine ‘earl? 

A. Yes’. 

Q. And then they say this -- you say that 
a number of people were opposed to that proposal? 

A. I understand they were. 

Q. And there were some people that supported 
it? 

A. Yes. 

Q. Quite a few that supported it, and their 
names are listed in here. 

Then they go on to say, "It cannot be said, 
and nobody has asked that it should be said, that their 
present level must never saieien ae None of those 
who opposed repeal" -- and that would include the 
Alberta Wheat Pool, wouldn't it, at that time? IT 
think they are listed. It says over on page 248 
that the Alberta Wheat Pool was one of them -- "those 
who opposed repeal (including Alberta Wheat Pool) have 


asked for mo more than that Parliament's control should 
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continue and that Parliament itself should make what- 
ever changes in these rates, upward or downward, it 
may appear just and reasonable to make as time goes 
on.” 
Do you agree with that? 
A. Yes, I think we will agree with that. 
Q. You agree with it today? x. 
A. Yes; 
Q. Now, Mr. Harrold, can you tell the 
Commission, please, how the farmers of Alberta would 
be hurt if their existing grain rates as they exist 
today, exactly, were continued at a fixed level under 
the control of Parliament, and any difference between 
the level of the rates that Parliament may fix andad 
what would be a just and reasonable level of compensation 
for the services performed, would become an obligation, 
the difference between the statutory rates and what 
might be determined to be a just and reasonable level 
of compensation for the work performed, that it should 
become an obligation of the Canadian people as a whole? 
A. At the immediate time or in the particular 
year in which that change was made, they might not have 
any additional freight to pay, but if it became an 
issue every year or every second year and a subsidy 
was pinpointed as being an obligation or was attached 
to the grain producer, there would certainly be some 
suggestion that in the future it might not be 
eontinued. 
Qe So, Mr. Harrold, and I know that you have 


given a lot of thought to this and I am very anxious to 
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get your thinking on it; say that it wasn't sSaidtbohbe 
an obligation of the whole Canadian people and directed 
towards the maintenance of the western grain economy 

to offset nationalistic policies in other countries 
that place burdens and difficulties upon the free export 
and sale of grain, but that instead of that it was 
said, "we are going to pay it to the railways," then 
would you each year have to come back, or every two * 
years or every five years, whatever might be fixed to 
come back; do you think that the railways would be in 
a bbetter position to make out a case for the continu- 
ance of the amount of money involved better than would 
the representatives of the western Canadian farmers? 

A. Well, certainly as far as costs and 
so on are concerned, the railways are in a much better 
position to decide their own costs. 

Q. Say that the railways made the facts 
available to the Government, as they would be required 
to do by statute, and the question came up as to 
whether a payment from the Government for the difference 
in the fixed level and a just and reasonable level of 
compensation for the services performed should come 
in issue, my question is how do you think that the 
railways would be able to better pierent a case for 
the continuation of this national assistance to the 
grain growing economy, than would the representatives 
of the western Canadian farmer? 

as Your question is, how would the railways 
be better able to? 


Q- Yes. 
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A, Well, I would suggest this; as far as 
pinpointing any one operation and suggesting that there 
should be a subsidy paid for that and that alone, we 
don't agree with that position; we believe there are 
other areas that if they railways are definitely in 
need of more revenue, that they rehbadldc be ekxpilotedsas 
well as this one. 

Q. Let me just ask you this one question. 

A. If you will make it a little shorter 
I will be able to answer it. 

Qe Let me put it as bluntly as this. Do 
you today think that the railway industry are listened 
to, the railway industry are listened to with the 

same degree of attention by the national Government 
ve are the farming communities of western Canada? 

A. You are asking my opinion as to whether 
they are listened to? 

(nin ube eX OE You have had experience, too. 

Q. I would say this; I think that question 
would be better to be directed to the Government. You 
are just asking for an opinion. 

Q. L am asking for an experienced opinion. 

A. Maybe I don't qualify as an experienced 
opinion, but I would say that the Government would give 
equal weight to the representations of the railways 
as they would to other interests. 

Q. Has that been your experience when the 
grain interests were involved? 

A. I think so. 


Q. You do think that? 
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A. Yes. 

Q. When were you last down in Ottawa? 

A. On what --- 

Qe On any matter involving railway charges? 

A. Involving railway charges? 

Q. “es. 

A Oh, it would go back to last summer 
some time, 

Q. Were the grain interests listened to 
attentively at that time? 

A. I think the grain interests at that 
time had a good ease. 

Qe Well, do you --- 

A, And may have been listened to. 

Qe Now, do we have to fence about this? 

The fact is you were listened to, isn't that correct? 

A. If you would state a specific case, why, 
then ---= 

Q. I think that you and I are very conscious 
of what we are talking about, are we not? 

A. I will agree. 

Q. Then, let me ask you this ’--- 

A. But I wouldn't agree that the Government - 
listens to the western representatives or the grain 
Siietaas in any degree more partially than they do 
the other interests. 

Q. Would they not think that the grain 
interests in western Canada could speak more authorita- 
tively on the need for maintenance of a rate for the 


western Canadian farm economy? Do you not think that 
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the grain interests such as yourself could speak more 
authoritatively on that matter than could the railways? 

A. Well, I wouldn't say that they -- what 
the opinion of Parliament would be or what the opinion 
of the Government would be, that the grain interests 
eould any more speak effectively than the railways are. 

Q. Let me say this, that there are 
representatives of the various organizations who have 
on occasion, on more than one occasion, and I think on 
pretty near every occasion, who have been part of 
the council of the Government in regard to the sale 
of this very, very important export, the grain crop; 
that is right, isn't it? 

A. Part of the council of the Government? 

Q. Yes, 

A. Possibly in an advisory capacity. 

Q. Oh yes, and the Government quite rightly, 
L think you will agree, consulted with the western 
grain interests concerning this entire question of 
marketing? 

A. That’ is ‘right. 

Q. And those western grain interests, of 
which you are a member, keep up to date and have a 
staff keeping up to date with this whole question of 
the export grain situation? 

A. That is right. 

Q@. Mr. Harrold, do you not believe that the 
Alberta Wheat Pool today and the Canadian Pacific 
Railway are both striving for the same common goal, 


which is to have people recognize that the situation 
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1 in the export grain marketing is such that now and in 

a the foreseeable’ future*the*farmers cannot afford to pay 
3 any additional charges on the movement of their grain 

4 to export positions? Don't you think that is the 

5 common ohewatane of both the Alberta Pool and the 

6|| Canadian Pacific? 

7 A. I don't know if it is the common objective 
8| I think it has been stated on several occasions that 

9| that is the opinion of both parties. 

10 Q. Mr. Harrold, as an experienced member 

11 of the western grain export industry, how long do you 


think the western farmers can maintain freight rates 


13 at their present level against the inexorable march 

14 of inflation if something is not done by the people 

15 of Canada as a whole to take care of this problem 

16 of rising costs for the movement of grain? How long 
17! go you think they can withstand --- 

18 A. The western farmers withstand? 

sis Q@. ‘Yes, how long can they withstand ‘the 
20 effect of this inexorable march of inflation which has 
_ gone on in this country, and which I think you will 

a agree shows no sign of abatement? How long do you 
ns think the western farmer can withstand the inexorable 
6s march of this inflation and its effect on costs and 

a maintain the existing level of grain rates unless 

~ something is done by the people of Canada to recognize 
if the neéd for some action? 

sii A. Well, it is not the western farmer that 
zi has maintained the grain rates. There have been 

30 | 


grain rates, which we are discussing here, that have 
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been maintained at the same level. So, in putting 
your question as to how long the western farmers can 
maintain them, I don't see how I can answer that. 

Q. Do you know of anybody else but the 
western farm people who have fought for these grain 
rates at this level up until the present time where 
the railways are allied with them in that regard? 

A. Oh, I think there are a number of people 
that have agreed that these rates should remain as 
they are. 

Q. I say, who have fought to maintain these 
rates, other than at the present time? As you know, 
the railways are in the same camp as the people who 
say they aoule remain? 


A, Yes, I think there are other people who 


agree. 
Q. And fought for that? 
A. Yes, 
Q- Would you name me some? 
A. Some of our western members in Parliament. 
Q. Oh well, of course. I mean outside 
of western people -- I am sorry. Outside of western 


people -- members of Parliament, yes; the grain 
industry, yes. 

MR. FRAWLEY: The Provincial Government. 

THE WITNESS: You are saying outside of 
western interests entirely? 

MR. SINCLAIR: Q. Yes. 

A. Well, I think there have been other 


people who have agreed that these are rates that should 
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be maintained in the national interest. 

Q. Can you name some? 

A. Not particularly right offhand. 

Q. Would you like to think about it for 
a few minutes? 

A, Yes, and I will send you a letter. 

Q. I don't want to wait for letters. I 
would like to get it down now, and’ if you would think 
of them --- 

A. No, I can't think of them offhand. 

MR. FRAWLEY: Page 238 of the Turgeon Report 
lists the people who favour the retention of the 
statutory control of rates, and I notice the provinces 
of Alberta, Saskatchewan, Manitoba and New Brunswick 


are joined together. 


THE WITNESS: Thank you, Mr. Frawley. 

MR. SINCLAIR: There is one to help you out. 

MR, FRAWLEY: ' The Canadian Congress of 
Labour. 

THE CHAIRMAN: I think there will be a few, 
probably. 

MR. SINCLAIR: Well, that is fine. 


- Qo Do you think you could find a few more 
in the light of the proposition that is now being 
advanced for the handling of this situation? 

A. I wouldn't know, I would not pass 
an opinion on that until I canvassed a few of them. 

Q. Have you canvassed any? 

A, No. 


Q. Do you know of any that have come forward? 
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A. Not to my particular knowledge, I don't. 

Q. I have a note here, and I think possibly 
we have agreed on this, but just to make certain: When 
Mr. Dickson, who represents the Northwest Line Elevators, 
your competitor --- 

MR. DICKSON: Friendly competitor. 

MR, SINCLAIR: Always friendly competitors. 

THE WITNESS: Just like the C.N. and the C.P. 

MR. SINCLAIR: Oh well, that is a little 
different. We are harsh competitors. 

Q. However, friendly, harsh competitors: 
Mr. Dickson asked you certain questions concerning 
the intefitions of the Government when the amendments 
were made to the Railway Act, and you referred to 
several extracts from Hansard and he also referred 
to a conflicting view to those you had used, and I think 
you said that was one that you acknowledged. However, 
whatever may be said as to the intentions, I think we 
agreed that you must look at the factual situation 
as it has evolved? 

A. Yes, I agree with that. 

Q. I think, again, this friendly competitor 
of yours asked you a question about branch lines and 

i 

abandonments, and you suggested a five year waiting 
period after the decision? 

A. Yes. 

Q. As a maximum -- I think to be fair, you 
said -- and I am frying to be fair to — I don't 
think this is fair at all, but I want to be fair to 


you -- you did say in some circumstances such a lengthy | 
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period would not be necessary -=- or, such a period would 
not be necessary? 

A. L think I qualified that by saying five 
or ten years. 

Q. Did you say five or ten -- I am sorry; 

I thought it was five. If, after it was decided 
a branch line was not necessary, if it was not to 

be abandoned for a period of, say, five or ten years, 
what do you think would be done about maintaining 
that branch line when it was determined that it was 
no longer required? 

A. On the part of the railways of maintaining 
it? 

Qe Yes. 

A. I would assume that they would not spend 
as much money on it as if they aste going to keep on 
using it. Certainly, that is the way we operate 
in our country elevator system. 

Q. They would reduce maintenance to a 
minimum level? | 

A. Yes. 

Q. And even at that minimum level, if the 
branch line continued to lose money, then what? Mind 
you, the decision has been made it is not required? 

A. Well, we have the same situation as far 
as our elevator system is concerned, and we continue 
them, if it is agreed that’ 4 proper procedure is 
followed, and that the crbger tacu15e has been given -- 
it could be continued for a period even though it was 


losing money. 
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Q. Well, let me suggest to you that, say, 
what would be involved would be some 2800 miles of 
track on Canadian Pacific in western Canada; that is, 
there is 2800 miles of track in western Canada, we will 
say, that has 75 per cent or more -- and it is more 
than 75 per cent on the average a solely related 
to grain, and that this branch is losing money at 
existing rates; so, what happens is these applications, 
then, faced with this situation of not being able to 
make money, were, serriatum, laid before the Board, and 
we have got 2800 miles of track on the Canadian Pacific, 
and because of the situation that exists -- solely 
related to grain --- 

he I presume they are not all in western 
Canada? 

Q. Iam talking about 2800 miles solely 
related to grain in western Canada, yes. 

THE CHAIRMAN: And you are assuming they 
are all to be abandoned at once? 

MR. SINCLAIR: Q. I am assuming something 
has got to be done meyers the problem involved in the 
solely related to grain branch lines. 

A. Well, I can't go as far as to agree with 
you that there are 2800 miles of branch lines solely 
related to grain until I see further evidence, 

Q. There has been that evidence presented 
to this Commission, and you know about that? 

A. I know it has been presented. 

Q. But you have not studied is? 


A. We are not preparing to answer questions 
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“ANGUS, STONEHOUSE & CO. LTD. Harrold, Cr-exX, 


TORONTO, ONTARIO 


(Sinclair) 
until later. 
MR, FRAWLEY: It has been presented in 
chief. 
MR. SINCLAIR: Q. And, for the assistance 


of your counsel and the assistance of the counsel 

who has just spoken, a great long delay of that cross- 
examination for further inquiry, and detailed inquiry, 
was directed by the Commission, and it is not going 

to take place for some months even from now? 

Ria That is right. 

Q. But, let me take this, then: Just assume 
with me, if you will -- assume with me --- 

A. Well, we don't want to assume too much 
here, Mr. Sinclair. 

Q. All right. Assume with me, if you 
will, that there was a substantial -- and by that I 
mean some thousands of miles; that would mean anything 
from 2000 up -- of railway branches in western Canada 
that were solely related to grain and were uneconomic 
in the light of the present freight rate on grain: 

Now, in the light of that, what do you suggest should’ | 
be done? 

A. Well, I would say this again, that as 
far as the branch line problem is concerned, we were 
not prepared to state our position at this time until 
we had a further opportunity to look at it, but we 
are certainly on record as suggesting that the branch 
line problem is one that should be looked into as well 
as other problems, if there is a deficit position 


there. 
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Q. Well, is that a deficit position, as I 
put it to you, of the branch line, or is it a deficit 
position of the branch line caused by a condition? 

When you say “look into the branch line problem", do 
you mean look at the bieke as well as the fact? 

A. Look at it in the light of national 
policy. If it is agreed it should be continued 
in the light of national policy, I think the railways 
should have some relief for it. 

Q. Let me suggest to you that of these 
thousands of miles of branch lines -- some thousands -- 
that 75 per cent or more on the average of the traffic 
moving over them is grain. Do you dicdba oaeitint 
to be a branch line problem or a grain branch line 
problem? 

A. Well, I think it is a branch line problem 
because there are other freight available in that 
particular area, and whereas your statement -- and 
I will aceept it -- that 75 per cent of the traffic 
is grain at this particular time, certainly there is 
traffic that originates in that area other than grain. 

Q. And the full credit for anything made 
on that traffic should be, certainly, applied to the 
branch line; I would agree with that. Is that 
what you have in mind -=- that whatever revenues other 
traffic has made, it should certainly be credited? 

A. Yes. 

Be And, that being done, and still the some’ 
thousands of miles of branch lines are in a deficit 


position, wouldn't you agree that what you have there 


S a r 
on page na 
7 if 


7 
"Anno ten to ah a mt a pide ke ah, ‘gs 
bewntiaoe ed bivods $b heoxge at $2 IT) 0 soto” ‘at 
aysulien edt dinteis I .gatitog nanan to a | ee 


sesdt To tadt soy od teeggua om ter Py : 

~~ ehasanodd emoe -- eostt sonsid to eeftm to ebusewort {iF 
oETYard odd 2 sgevevs, odd mo stom To. tneo t9q 2Y dade is 7 
tedd vebhenoo voy of. —  ttkeag et medt cove sabe ie 

| emkd deneud aterg 810 weldotg sath donends ed of 

tmefdorg |& 
melderq eat domed s et ot wntdd I ytteW. say e 
_. todd aL sldelieve dnigtert reddo ers exedd eensoed is 
bis ~~ tupmedste «oy esetedw bas .se1s telvotexeq |* 
etVissd edt to Jase seq @7 gadt -- dL dqeeos ILiw r ie 
et averid ylntedues .omtt asivetireg etd? te ates et a 
nisig asit yedvo sexe tedd at eetentgize teds otitexe |S 
obem gatidyas tot athevo LLvt edd ba > saceee ae 
ont o3 bellags .Yintsiues od biveds oLttert sedt ino | 
tard ef ted ftw come biwow I. . tents donesd ae 
| | 


sediso geuasve  Tevetsdw tedt -- balm at eved yoy tadw | 
Mhestbers sd winkenans, biuede Shesthaw: esd. Ob? and i 

wy $3 nee om eres “cay 

‘emoe ot Lftte bas .saeb ented a shih 
tiolieb s ot eve sentl roast valincons nnaenet 


over? oved soy tetw dedd eorgs voy tabLuow .notdte 


: er : 


‘ y se 
AS ss 


5939 


“ ANGUS. STONEHOUSE &co.tTto. Harrold, cr-ex,. 


TORONTO, ONTARIO (Sincla ir) 
1 is a grain transportation problem? 
Z A. Well, in looking at the branch line: 


3 problem and whether it is entirely a grain problem, 

4 there are other factors that have to be considered, 

5 and I am sure you will be the first one to recognize 

6/ it, in that what value is the branch line in supplying 
7 traffic for the main line, and so on, As I have 

8 stated, that particular problem does not happen to be 
in our brief, and we were not prepared to discuss it 


10| at this time. 


11 Q. Isn't it a bit of dialettics to monkey 

12 around with words in the sense that the movement of 

13 grain is a problem but the movement of grain over a 

14 branch line is not a grain problem but a branch line 

is problem, and that the movement of grain is --- 

bo A. Well, I put it this way: If you are 

Ma suggesting that I have been monkeying around with words, 
18 


I would say I don't think I am doing so any more than 
you are, 

Q. Well, I am not trying to do it. 

MR, FRAWLEY: It just comes naturally. 

THE CHAIRMAN: Well, I think Mr. Harrold 
has indicated that they are going to present their 
views on this subject in Ottawa with the main case. 

MR. SINCLAIR: Well sir, I must say that 
he was very quick to answer my friend -- his friendly 
competitors on the provincial side -- who all are in 
the same pot here, if I may put it that way. 


MR. MAURO: We are all seeking justice. 
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MR. SINCLAIR: I hope they get it so that 
they will not be so anxious to seek it again. 

THE CHAIRMAN: I don't want to cut off your 
cross-examination, but I am simply suggesting that the 
witness may not be ready to answer some of those 
questions. 

MR. SINCLAIR: Well, then, maybe we are 
going to have the advantage of having him down in 
Ottawa and ask him some questions. 

Q. Is that what you are saying? 

A, It might be possible. 

Q. Well, I have found myself in that position 
-- are you going to explain this situation at a later 
date? | 

A. I would say, as you know, our case is 
being handled on a joint basis, and we are prepared 
to discuss the branch line problem at that time. 
Whether I will be the witness or somebody else, I don't 
know. 

Q. Are you preparing to look at it as to 
the traffic moving over the branches in western Canada? 

MR. WOOD: We don't know yet. 

MR. SINCLAIR: All right, your counsel has 
answered. 

Q. I would like to have the views of your 
organization on this issue: If a passenger train 
service was losing money, and alternative services 
were available -- highways, buses or aeroplanes -- and 
the railways applied to abandon that passenger train 


service, let us say, for instance, between Edmonton and 
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Saskatoon, and they presented proof that they were 
losing money --- 

A. This would be the C.P.R. between Edmonton 
and Saskatoon? 

A. Yes, and they were losing money -- and 
this is just an example _=--and then 1% was opposed by 
local interests, do you not think that the persons 
who oppose and who are alleging that it is required 
in their interests -and who have knowledge of why it is 
required should have all the burden of showing why it 
is required? 

A, | We are not, as an organization, on the recor 
as opposing abandonment of any passenger service, and I 
don't know that it is up -- if it is in the national 
policy that a passenger service should be continued, 
it should be continued possibly --= 

Q. That in the national policy --- 

THE CHAIRMAN: Let the witness finish, 

MR, SINCLAIR: I am sorry. 

THE WITNESS: If it is in the national 
interest that a passenger service should be continued, 
I think possibly it should be continued, but, as far 
as the people in that>particilariarea are concerned, 
they would naturally, I suppose, in some instances 
object to the abandonment of the passenger service; but, 
certainly, we are not on record as being in favour of 
carrying on a passenger service if it is going to be 
in a deficit position every year year after year, 

Qe And you would agree with me that it is 


easy to say that something is in the national interest, 
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but one should be very careful, to analyse the facts 
to see that it is truly in the national interest before 
that is accepted; would you not agree with that? 

A. Yes, I think so. 

Q. And if someone alleges something that 
is in the national interest, should not he have the 
burden of proving it is in the national interest; isn't 
that fair? 


A. Yes, I will go along that far. 
-=--A short recess. 


Q. I have two points that I wish to discuss, 
and these arise out of page 16 of the submission of 
the Alberta Wheat Pool, and the first one has to do 
with a question of income tax. And the suggestion 
is made hemeiioncian) InmnRcenbanptbaie) Mr. Harri@idgold, 
that if a tax adjustment was utilized +0 meet this 
problem of securing’ compensation, fair compensation, 
for the work performed in carrying this export grain, 
your suggestion is that incentive sito streamlines operations 
to become more efficient would be removed. 

Now, Mr. Harrold, in your business and the 
way you operate it, you do not pay as much taxes as 
some other people in that business who operate it 
differently. That is correct, isn't: it? 

A. We operate it under the same rules. 
If they handle their business in the same manner that 
we do, they would pay as little tax as we do. 


Q. Quite right. That is what I said, and 
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I said, who operated it differently than you do? 

A. That is their choice, not ours. 

Q. Babi therecare different tax rates applied, 
correct, based on how you operate your business? 

A. There are different tax rates applied, 
but they are applied to both of us the same way. 

Q. If you both operate your business the 
same way, but if you are in the same business, there 
is the privilege in the Income Tax Act if you operate 
it the way you do, one rate applies; if you operate 
it the way some other people do, a different rate 
applies? 

A. If we happen to operate it the same 
way they do, the: same rate applies to us as to them. 
It isa matter of choice. 

Q. My point is that there is a difference 


in ‘the taxes paid as to how you operate your business, 


just that one fact. There is no doubt about that, 
is there? 

A. There is no doubt about that. I want 
to ghakify that, It does not apply to us only. 


It applies to anybody who happens to be in the same 
business. 
Q. If they changed their method of doing 
the business? 
A. Yes, and if we change our method and 
operate the same way as they do, we pay the same tax. 
Q. The very fact that one operates one 
ways and paysthe same taxes, and you operate another 


way and pay a lower tax, that does not affect your 
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efficiency, does it? 
AY. Well As~z 


Q. Now, that is a simple question. 


MR, FRAWLEY: It is a matter of opinion. 
THE WITNESS: It is a matter of opinion, yes. 
MR. SINCLAIR: Q. You think that you, 


by virtue of the fact that you operate it in one way, 
and thereby pay a lower tax, that you are not as 
efficient as the other person who pays a higher tax? 

A. I don’t think it has anything to do with 
taxes, in that particular instance. 

Q. You don't. Well, why would you 
think that the proposal made by the Canadian Pacific --- 

A. Well, there is a question of subsidy 
involved, and there is no question of subsidy in the 
illustration you are using in the operation of our 
business. 

Q. You say provision of a subsidy as a 
tax, not as a tax exemption, but I would suggest a 
tax adjustment. Would you agree "as a tax adjustment"? 
Would you agree to that? 

A. I cannot quite see the difference. 

Qo Well, no, but I am asking if you will 
accept it "as a tax exemption": "Provision of a 
subsidy as a tax adjustment provides a convenient 
umbrella that can cover many ills. When a company 
is assured of a gift of its own choice to cover so-called 
losses, then any incentive to streamline operations 
and become more efficient are completely removed." 


A. Well, Idon't quite get at the reason 
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you want me to change that word from "exemption" to 
"adjustment". As far as our brief is concerned, 
we use the word "exemption", and we are sticking to it. 

Q. Are you suggesting there is a proposal 
advanced anywhere to this Commission that would 
reulst in tax exemption of Canadian Pacific? 

A. Well, to the extent ---~ 

Q. Oh, partial exemption. Is that what 
you mean?. 

Ax All right, yes. 

Q. I see, I see. That is, I am 
suggesting to you, what the proposal really is -- 

a tax adjustment. But you don't want to change it, 
and I can see I can argue that at a later time. I am 
going to ask you specifically, again, whether you think 
that by virtue of the fact that you do your business 

in one way and thereby attract a lower tax, and your 
competitor does his business in another way and thereby 
attracts a higher tax, that that makes you less 
efficient? 

A. It has nothing to do with efficiency, 
because <== 

MR, MAURO: Let him finish, 

MR. SINCLAIR: All right. Will you 
finish it? 

THE WITNESS: The question that you are 
asking is a different question entirely to what we 
have set out here. 

MR. SINCLAIR: Q. That may be. I am 


not finished asking the question. 
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A. All right. 

Q. Let's start again, If because of the 
way you do your business you attract nne level of tax, 
and the way that somebody else does his business he 
attracts a higher level of tax, is it your position 
that by virtue of that, that by attracting the lower 
level of tax you become less efficient? 

A, Less efficient, no. 

Q. "Ne is your answer, 

And, then, I want to ask you this. bg 
say, 40 per cent of the capacity of your terminal 
elevator at Vancouver -- you were directed by law 
to make that available for the national interest -- 
at a price that did not cover costs, the Government 
said to you: "The difference between what we are 
paying you and the reasonable remuneration for the 
work that is involved in providing that ere eee 
40 per cent will be taken into account in the income 
paxtpaid by Alberta Wheat Pool...", would you think 
by virtue of that thatthyouywoulduhécomeolessbess 
efficient? | 

A. That is an entirely different question 
than the previous one that you asked. 

Q. Oh, that is quite right. Now, I have 
put another question to you. 

A. Yes, I agree. 

If by giving a tax exemption, and it is 
coupled with a Bieta, Werderniy I think wt) would; 
have some effect. 


Q. Alberta Wheat Pool would be less efficient 
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merely because ---~ 

A, If we can go to the Government every 
year and say that because of our operation we require 
more money, I don't think it would be in the best 
interests of our farmer members that we should do that -- 
that we, in other words, become less efficient, yes. 

Q. I am asking a specific question. You 
have given over 40 per cent of the capacity of your 
Vancouver terminal to the Government under direction 
of law at.a fixed price which does not meet your cost, 
but the difference in your cost and what you get from 
the Government will be taken up by way of income tax 
adjustment. My question is is it your position, 

Mr. Harrold, that by virtue of that arrangement 
Alberta Wheat Pool becomes less efficient? 
A. Yes, I think we would. 


Q. You think they would? 


A. Yes. 
Q. Why? 
A, For the very simple reason that the 


question of how large the subsidy should be would be 
decided each year on the basis of an application. 

Q. Yes? 

A. And there can be a number of reasons 
why the exemption could be X dollars or ¥ dollars. 
And I think the case would have to be proved each year; 
whereas, the other way, with no provision in there for 
a subsidy of any kind, you are in a better position 
to meet competition, in that you are forced to carry 


out efficient operation in any direction that you 
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possibly can. 
| Q. What you are really saying is that 
the best thing is to let your services be remunerated 
on the basis of the service and the cost of providing 
it in all competitive factors, and that it is wrong 
to have the Government fix prices? 

A, No, I didn't say that at all. 

Q. Well, that is --- 

A. It's you that's saying it. 

Q. That isn't what your answer amounts to? 

A. No, no. 

Q. Let me ask you again if you would tell 
me why you believe that the fact that the Alberta Wheat 
Pool had 40 per cent of its capacity at a fixed price, 
and all it was going to get was just and reasonable 
rates for the balance -- let's make it simple -- let's 
make it very simple --- 

A. That would help a lot. 

Qe Alberta Wheat Pool now has the rates for |: 
Storage fixed as a maximum? 

A. As a maximum, yes. 

Q. They have a fixed maximum rate on storage. 
If the Government said "Notwithstanding what you were 
charging and notwithstanding the cost of what your 
storage attracted, we are going to peg it at half of 
your cost; half of your cost; or half of what you 
would otherwise charge, and the adjustment is going to 
be made by income tax", would you say that that would 
make you less efficient? 


A. Yes. 
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Q. Tell me why, please? Tell the 
Commission why, please. 

A. I think a subsidy of any kind has the 
effect of lessening the efficiency. 

Q. Oh. And that is the reason why you 
would be against subsidies unless they were absdlutely 
necessary? 

A. That is one of the reasons. That is 
just one of the reasons.’ 

Q. That ie) cated sihan reason? 

A. hat is one of the reasons. 

Q. In other words, it would be correct, 
to say, Mr. Harrold, that no subsidy should be paid 
unless there was a clearly demonstrated national need? 

A. That's right. 

Q. And if instead of any subsidy being 
paid by way of tax adjustment, it was paid gross, 
as a gross amount, do you see any differences flowing 
from that? | 

A. Well, I suwnide it would depend on the 
company set-up, and one thing and another, whether 
there would be any difference. You couldn't just 
give a blanket answer Yes or No. 

Q. Now, earlier today when you were answering 
some questions of my friend, Mr. Cooper, and I think 
also some others, and am I correct in what your position 
was in regard to non-rail assets or income which were 
to be considered in fixdng rates ,ilthati they were confined 
to assets arising from land grants? 


A. From national policy and land grants in 
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Q. From land grants in western Canada? 

A. That's right. 

Q. Alone? 

A. Yes. 

Q. And when you say “arising from land 
grants", do you mean directly arising from land grants? 

A. I think there are some other considerations 
that could be taken into account. There are some 
indirect results of the land grant policy, and the 
policy is going back into history as to the building 
of these particular railroads, and I think some 
consideration should be given to this. 

Q. For example, if the Canadian Pacific had 
husbanded their money and bought something, you wouldn't 
want that taken into account -- the income from that -- 
correct? i“ 

A. That's correct. 

MR. SINCLAIR: Thank you, Mr. Harrold, and 
thank you, Mr. Chairman. 


THE CHAIRMAN: Mr. MeDonald? 


CROSS-EXAMINATION BY MR McDONALD: 

Q. Just one point, Mr. Chairman. 

Mr. Harrold, I represent the Canadian National 
Railways, and some reference has been made to an 
application to abandon che Kingman Subdivision. 

A. Yes, right. 

Q. And some reference has been made to 


notice of those applications for abandonment. You 
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have known about this for some time, have you? 

A. When you say some references has beef: made - 
not in this particular brief. 

Q. No, no. In the answers today. 

A. Yes, that's, right. Yes. 

Q. You have known about this one for some 
time? 

A, That's right. 

Q. Yes. And there is still no notice 
of hearing by the Board of Transportation Commissioners? 

A. As far as I know, there isn't. There 
is -- just a notice that application has been made. 

Q. And that application was made about last 
August, I believe? 

A. Yes, I think so -=- some time around there 

Q. SO, are you aware that before these 
applications are made the companies representatives 
gO around and discuss the question with the people 
involved? 

A. Yes, in this particular case I believe 
that was done. 

Q. Yes. And, then, in due course an 
application is made, and then a considerable time 
elapses before the Board gives notice of a hearing? 

A, Yes, 

Qo So everybody is aware of the fact that 
it is coming along, and they have an opportunity to 
prepare their case before the Board? 

A. I agree this has happened in the Kingman 


case, but I am not conversant with some of the others. 
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It may have happened that way, or it may not have; but, 
in this particular case, I think it happened that way, 
yes. 

Q. And if this came about, and the Board 
gave a notice of the hearing, if anybody wasn't ready, 
they could make an application for postponement of 
a hearing? 

A, Yes, that's right. 

Q. They wouldn't be taken by surprise, then? 

A. Not in this instance, no. 


THE CHAIRMAN: Thank you, Mr. Harrold, 


very much. And we will probably be seeing you in 
Ottawa. It depends, I suppose, on your counsel. 
MR, FRAWLEY: Mr. Chairman, the Calgary 


Chamber of Commerce sent a Resolution to the Secretary, 
and the Secretary was good enough to bring it to my 
attention. 

I rather assume that the Calgary Chamber of 
Commerce would be quite satisfied and perhaps pleased 
if I would read the Resolution into the record. 

THE CHAIRMAN: I am sure that they would 
recognize you as the voice of Alberta. 

MR. FRAWLEY: To’ the Royal Commission on 
Transportation: Whereas the solution to the financial 
problems of the railways is a matter of national 
importance, and 

Whereas there is need of a freight rate 
structure that will be equitable to all parts of the 
country and to all sections of commerce, industry and 


agriculture and that will provide the revenues necessary 
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to maintain the railways in a sound and healthy 
condition, and 

Whereas the Royal Commission has a grave 
responsibility to make certain that every factor bearing 
on this question should be heard and studied, 

Therefore, be it resolved that the Royal 
Commission inquire into every facet of the revenues of 
the railways with a view to arriving at a freight rate 
structure which will provide freight rates equitable to 
all parts of Canada and to all sections of commerce, 
industry and agriculture, and at the same time provide 
the necessary revenues to maintain a sound railway 
system. The Calgary Chamber of Commerce, 
February 5, 1960. 

MR. SINCLAIR: Mr. Chairman, I spoke to 
my friend, Mr. Frawley, and I think that this-is an 
appropriate time for me to put on the record a request 
that I made in Manitoba and in Saskatchewan, and that 
would be that the Province of Alberta make available 
the expenditures on highways, federal, provincial, 
and municipal, capital and maintenance for a period 
of three or five years, as they wish, as well as the 
calculation for these years. 

That is the same request I made in Manitoba, 
and also in Saskatchewan, andcin both provinces ~~ 
they were gracious enough to say they would provide 
it and look into it, and I am sure --- 

MR. FRAWLEY: Well, I'm not second to 
Manitoba and Saskatchewan in graciousness, I hope, and 


neither is my province, but I thought my friend was 
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going to be writing me about this. He travels 
with staff and outriders and postillions, as he goes 
through the country, and I thought he was going to 
write about this. 

MR. SINCLAIR: And my friend, Mr. Frawley, 
rides shot gun. 

MR. FRAWLEY: I ride the Canadian National! 
Now, not being able to see the transcript for perhaps 
several days and not wanting to rely on my notes, but 
that powerful lot of information about our highway 
programme, we will be very glad to get that for you. 

THE CHAIRMAN: Anything further? 

MR. HUME: I noticed on the agenda which 
the secretary handed me that there was a statement 
that the Canadian Trucking Association would sean 
some sort of a statement or submission from the 
Province of British Columbia. 

Now, that appears there as an error and I have 
informed my friend, Mr. Brazier, and I just wanted to 
announce to my friends here that there will be no 
evidence lead by the Canadian Trucking Association 


in the regional hearings in British Columbia. 


THE CHAIRMAN: ’ Anything further, Mr. Frawley 
MR, FRAWLEY: No, there is nothing further, 
I think, to put in here. As we are proceeding to 


the Province of British Columbia I would like to say 
on my own behalf, at least, that if the Commission has 
any information on the people that are putting in 
briefs out there, that I would like to request that 


\ provincial counsel be supplied with copies of those 
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briefs. I must say at once that I have a copy of 
the Provincial Government's brief, but I understand 
that some other people are making submissions, and if 
it is possible I would like to see those briefs. 

MR. GUEST: Mr. Brazier is taking this 
matter up as soon as he arrives in Vancouver. 

MR. FRAWLEY: That is as good as settled, 
then. 

THE CHAIRMAN: Then, we will adjourn 
now to meet again in“ the City of Victoria on Monday 
next. This hearing will be at the Empress Hotel, 


and we will meet at 10:00 o'clock a.m, 


~~--Adjournment. 
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